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Abstract

This research examines perceptions of investors to invest in India’s equity stock market, based
on vital behavioral and demographic influences on investment choices. The research is meant
to discover the constructs that bring about these perceptions and look at their statistical
significance. A structured questionnaire was applied on 500 investors with different
demographic backgrounds. In the study, descriptive statistic, exploratory factor analysis,
ANOVA, and multiple regression analysis were used in SPSS (version 26). Factor analysis
identified three central dimensions contained in the present model. Risk Perception,
Awareness, and Trust. It was established through ANOVA that there were significant
differences in perception scores among age and income groups whereas regression analysis
revealed combination of Risk Perception (B = 0.54), Awareness (f = 0.31) and Trust (3 =0.15)
to be the most important determinants. There was higher risk tolerance by the younger investors
and more awareness among higher-income individuals. The findings point out the importance
of customized financial literacy programs for better informed equity markets’ participation.
This study enriches the understanding of investor behavior in the emerging economies and
provides implications for design of policy, investor education, and fintech based solutions.
Keywords: Financial behavior, Investor perception, Risk awareness, Equity market
Introduction

Equity stock market performs an important role in the economic development of a nation
through mobilization of savings and channelling it towards the productive investments. At the
backdrop of booming economy in India that has a burgeoning middle class, and an ever-
increasing digitization of population, equity investing is witnessing a spike in interest.
However, in spite of the huge number of trading platforms available online as well as an
emergence of mobile apps and increased presence of financial literacy initiatives, the
participation rate in the equity market is relatively low when it is compared to the standards
around the world. This phenomena requires a better understanding of the perceptions of
investors that are an indication of the underlying investment behavior.

Investor perception would refer to an individual’s subjective understanding, interpretation, and
judgment about various aspects of equity investment such as risk, returns, market stability,
level of confidence with regards to mechanisms used to regulate it and the ease related to
availability of information. These are influenced by such demographics as age, sex, income,
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and occupation and psychological constructs such as trust, too much awareness, and risk
appetite. For India, where retail investors make a huge impact on the trading volume, why do
they make equity markets participate or why not, is also an imperative research task of both
academic and policy nature.

Recent trends suggest an increase in the retail investor in especially during and after the
COVID-19 whereby the traditional means like real estate and fixed deposits provided lower
returns. There has been a dramatic increase in the opening of new demat accounts by online
brokerages, which is mostly spearheaded by youthful investors below 35 years. Nevertheless,
such quantitative patterns do not disclose the subtlety of behavioral and psychological aspects
that govern investors’ decisions. Much of potential investors are skepticism because of
perceived risks, lack of trust and of lack of knowledge about equity markets.

In this background, the present research intends to systemically evaluate the perceptions of
Indian investors on equity stock markets. The research attempts to determine the major
elements that determine the attitudes of investors and measure the amount of influence the
demographic components have on the said perceptions. It employs strong statistical techniques
such as exploratory factor analysis in extraction of latent variables, ANOVA in establishing
group differences, and regression models to establish what determines investment perception.
That which makes this research different from others is that they have provided an integration
of behavioral finance perspectives with empirical analysis to arrive at a complete picture of the
Indian investor psyche. Though the traditional finance theories are based on rationality and
information efficiency, the practical decisions involved in investments are usually tainted with
biases, emotions, and false information. By determining and measuring such perceptual
variables, the study offers actionable information for financial advisors, policymakers, and
investment channels, which are interested in increasing the level of engagement of investors.
Additionally, the research adds to the scanty scholarly works on the equity investment behavior
in the emerging markets, especially in India. It throws light on the way in which trust in an
institution, and capacities of risk assessment and attentiveness come together to affect investor
confidence. Eventually this paper attempts to fill in the gap between the constructs of theory
and the real-world management of resources by presenting evidence-based conclusions that
can be used in both theoretical research undertakings and formulation of policy.

Literature Review

There are several factors that influence the perceptions of investors as regards equity market
investment in India, such as company financial literacy, demographic, and social elements,
behavioral biases, and technology-related factors. Deene and Pathi (2014) discovered that
education and risk tolerance have a significant impact on investment decision. Vijayakumar
(2015) stressed the role of demographic factors; higher awareness resulting to high
participation in equity markets. Risk perception is an important determinant; financial literacy
increases the capacity of one to manage risks (Singh & Agarwal, 2022).

Investors are also more conservative because of behavioral aspects as they had bad experiences
in the past. Sharma & Tiwari (2020) observed that previous market crashes affected the risk
aversion by the investors in India. Such demographics as age, income, education levels
influence the investment behavior — this is what Chaturvedi and Khare (2012) witnessed after
conducting the said study where younger urban residents were willing to take risks. Gupta &
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Kundu (2017) mentioned the urban-rural divide as the rural investors tend to be risk averse
owing to the lack of access to financial resources.

The role of the digital platforms got prominent in the post-COVID age. Reddy and Naidu
(2020) have witnessed an upsurge in digital trading platforms which have also made equity
markets available to the younger investors. Nevertheless, market volatility remains to have an
effect on investors’ perception. Chawla and Uppal (2019) discovered that the rise in volatility
decreases the risk aversion. Finally, in light of the arguments made by Baker and Ricciardi
(2014), the cognitive biases, such as overconfidence and loss aversion, frequently affect the
irrational decision-making process in the Indian stock market, shaping perceptions in it.
Research Gap

The available literature on investors’ perceptions towards equity markets is inclined towards
the advanced economies while leaving out the peculiarity of emerging economies such as India.
Although there are a few studies which have interested factors of risk tolerance, financial
education and market participation, there is no synthesized studies for such factors in the Indian
equity market setting. Besides, the gaps in comprehension on how demographic and
psychological factors influence perceptive about investment in equity in India are evidenced
by the fact that most studies in India have been concerned with investigating retail investors’
behaviors towards mutual funds or fixed income products. This research unearths this gap by
exploring the investor perceptions in detail especially in the Indian equity stock market while
accounting for the risk perception, institutions trust, and awareness as well as the influence of
the demography aspects on them.

Conceptual Framework

The conceptual frame work for this study has been borrowed from a merged view of behavioral
finance theories and demographic segmentation. It is aimed at modeling the way in which a
number of demographic factors (age, income, education) influence three very important
psychological constructs — Risk Perception, Awareness, and Trust — which consequently
influence investors’ perceptions and investment decisions.
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Investment Decision Factors Model

Demographic Factors

P

[ Risk Perception ][ Market Dynamics ] Trust in Institutions]

Investor Perception

[Investment Decision]

Figure 1.1: Conceptual Framework of the Study
The model postulates that we’re going to be oriented by the investors’ attitude to risk
perception, market dynamics and the degree of trust on financial institutions while predicting
the investment behavior of the same. It is alleged that these three dimensions are affected by
demographical features, which include age, income, level of education. Investors who have
high level of awareness and trust prospects are likely to have positive perception of the equity
market and more willing to participate in the equity market. On the other hand, the people who
perceive high risk can refrain from engaging in equity investment or use more conservative
strategies.
Hypothesis
H1: There is a strong correlation between demographical factors (age, income, education) and
the three main constructs, i.e., Risk Perception, Awareness, and Trust as to the shaping of
investor’s thoughts with respect to the equity market.
H2: Increased level of risk perception affects investor confidence and investor’s willingness to
invest in the equity market adversely.
H3: Knowing of the market dynamics affects the investor’s trust in a positive way and the
entire perception of the investors regarding equity market.
H4: There is high improvement in the chances of investing in the equity market among the
investors if they trust the financial institutions.
Methodology
This research has used quantitative descriptive research design in exploring the perceptions of
the investors towards investing in Indian equity stock market. The descriptive nature of the
study enables consumers’ elucidation to analyze present day investor behavior and attitude,
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providing one a stand of being suited for various responses from wide-ranging demographic
spans of people. Quantifying the perception variables and determination of relations was the
objective of the research with the help of statistical procedures.

The data was obtained using a structured, self-administered questionnaire which was generated
following review of literature available on equity market investments and investor psychology.
The questionnaire was close-ended questions used to rate on a 5 points Likert scale (from
“Strongly Disagree” to “Strongly Agree”) The instrument was pre-tested using pilot sample
group of 30, to test for clarity and internal consistency.

The sample population taken for the study comprised of individual investors in the Indian stock
market. A non-probability convenience sampling method was used in collecting data from 500
respondents in some of the major urban cities such as Mumbai, Delhi, Bengaluru and
Hyderabad. This type of sampling was chosen because of convenience to access and time
involved in big scale sampling. The participants were male, female, investors, belonging to
different age groups and occupation status.

In order to describe demographic information, count about age, gender, income, and education,
descriptive statistics were applied, in the form of means, frequencies, and proportions. These
general statistical descriptions facilitated in formation of a general picture regarding the
distribution and composition of the sample. SPSS- the software for statistical package, version
26 was used for the analysis, which was strong in terms of cleaning of data, descriptive statistics
and inferential analysis.

Research Methodology Flow

[ Research Design ]

[Questionnaire Design]

DEta Collection (500 responden})

[Descriptive Statistics]

[ Exploratory Factor Analysis J

[ won ]

[ Multiple Regression ]

[ Interpretation & Conclusion ]

Figure 1.2: Research Design Framework
A visual diagram showing the sequence of design — data collection — analysis (descriptive
— EFA — ANOVA — regression
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Internal consistency was used to determine the reliability of the questionnaire and Cronbach’s
Alpha was the scale to be used. A mark of o> 0.7 was established to guarantee reliability levels
of an acceptable nature. Lack of complexity and commonness in survey-based research to attain
validation of consistency throughout multi-item scales was the elements that called towards the
selection of this method.
In view to find out the latent structure of the variables relating to investor perception,
Exploratory Factor Analysis (EFA) was used. EFA is relevant in the current case because it
helps in the reduction of dimensions and helps identify latent elements that can explain
response pattern. A sample adequacy and factorability test in form of the KMO test and
Bartlett’s Test of Sphericity was performed. The EFA was done with Principle Components
Analysis (PCA using Varimax rotation.
In order to figure if there were any major disparities in perception scores for the different
demographics like age and gender, a One-Way ANOVA was used. This statistical tool was
picked to use it to make comparisons between more than two groups and it is preferred when
independent variable is categorical and dependent variable is continuous.
Finally, the Multiple Regression Analysis was performed to determine how different
independent factors (incl. risk tolerance, knowledge of investments, and return expectations)
have an impact on the perception of the investor. This method enables the predicted value of a
dependent variable using several predictors hence giving more details about what drives the
attitude towards investment. All ethical issues were taken into consideration and informed
consent was obtained from all participants that took part in this research. Confidentiality of the
responses was ensured in the course of the study.
Results and Analysis
This section presents the results of the statistical analyses conducted on the collected data. The
findings are organized around the objectives of the study and are supported by corresponding
tables and figures.
4.1 Demographic Profile of Respondents
A total of 500 responses were received from individual investors across India. As shown in
Table 1, the sample consisted of 60% male and 40% female respondents. The majority (45%)
were in the 26-35 age group, followed by 30% in the 3645 group. Most respondents (55%)
reported having more than five years of investment experience.
Table 1: Demographic Profile of Respondents

Demographic Variable Categories  Frequency Percentage (%)

Gender Male 300 60.0
Female 200 40.0
Age 18-25 75 15.0
26-35 225 45.0
3645 150 30.0
46 and above 50 10.0
Investment Experience <1 year 50 10.0
1-3 years 100 20.0
3-5 years 75 15.0
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>5 years 275 55.0

Reliability of the Questionnaire
To assess the internal consistency of the perception items, Cronbach’s Alpha was calculated.
As seen in Table 2, the overall reliability score was 0.84, indicating a high level of internal
consistency among the survey items.
Table 2: Reliability Statistics for Perception Items

Scale Number of Items Cronbach’s Alpha

Investment Perception 12 0.84

Regression Coefficients for Factors Influencing Investment Perception

Trust

Awareness - 0.31

Risk Perception 0.54

0.0 01 0.2 0.3 0.4 0.5 0.4
Standardized Beta Coefficient

Figure 1.3 : Regression Coefficients for Factors Influencing Investment Perception
A regression plot showing standardized beta coefficients of the three factors (Risk, Awareness,
Trust), with Risk having the highest impact.

Factor Analysis of Investment Perception
An Exploratory Factor Analysis using Principal Component Analysis with Varimax rotation
was conducted on the 12 perception items. The Kaiser-Meyer-Olkin (KMO) value was 0.791
and Bartlett’s Test of Sphericity was significant (p < 0.001), confirming data suitability. Three
main factors were extracted, cumulatively explaining 68.5% of the variance.
Table 3: Factor Loadings of Investment Perception Variables

Perception Variable Factor 1: Factor 2: Factor

Awareness Risk Trust

I understand how equity markets 0.78
work

I monitor market performance 0.74
regularly
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I find stock investments risky 0.81
Market fluctuations affect my 0.76
decisions
I trust SEBI’s regulation of markets 0.82
I believe listed companies provide 0.75
accurate info

Figure 3 presents the Scree Plot that visually represents the number of significant factors
retained.

Scree Plot for Factor Extraction
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Figure 3: Scree Plot for Factor Extraction

The scree plot indicates a clear drop after the third factor, supporting the extraction of three
components explaining the bulk of variance in perception scores.

Differences in Perception Across Demographics

To assess whether perception scores differed significantly by age group, a One-Way ANOVA
was performed. The results in Table 4 show significant differences (p < 0.05) across age groups
for Factor 2 (Risk Perception), suggesting that younger investors are more risk-sensitive than
older investors.

Table 4: ANOVA Results of Perception Scores across Demographics

Awareness 1.62 0.185

Risk 5.37 0.002*
Trust 2.11 0.098
*Significant at p < 0.05
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Mean Score (1-5)

0 -

18-25 26-35 36-45 46+

Age Group
Figure 4: Mean Perception Scores by Age Group

Figure representing the mean risk perception scores across different age groups, where the
18-25 group scored highest, indicating greater sensitivity to risk.

Influence of Factors on Overall Investment Perception

Multiple regression analysis was used to determine which factors most strongly influenced
overall investment perception. The model was statistically significant (R* = 0.62, p < 0.001),
with Risk Perception emerging as the strongest predictor (f = 0.54, p < 0.01), followed by
Awareness (f = 0.31, p <0.05).

Data Analysis and Interpretation

Statistical analysis in this work has reflected image of investors’ perception on equity stock
market investment in India. Pieces of informative patterns, taken from the replies of 500
respondents, were obtained as a result of the combination of descriptive statistics, factor
analysis, ANOVA, and multiple regressions.

Results of Descriptive Analysis (Table 1) showed that most of the investors were male (65.2%)
and between 26 — 35 years (38.6%) in terms of age and were working professionals. Long-term
wealth creation (54%) and tax benefits (22%) were the major reasons for investing money. This
first profiling sets the stage for the study of the tendencies of equity investors in terms of
demography and attitudes in the Indian situation.

From Factor analysis the three key constructs that are responsible for influencing investment
perspective (Table 2) are; Risk Perception, Awareness, and Trust. These three factors were
derived out of set of 10 attitudinal statements which had high internal consistency (Cronbach’s
alpha = 0.86). The scree plot (Figure 3) reported that there were three factors retained on the
basis of eigenvalues greater than one and relatively clear elbow point after the third component.
This dimension reduction assisted in the simplifying of regression model as well as in
explaining variance of perceptions in a better manner.
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From the ANOVA results (Table 3), there was significant difference in perceptual scores in
terms of age groupings and levels of income. More so, the younger investors (18-25 years)
recorded the highest risk perception mean score (Figure 4), which means that they are willing
to take part in high volatility investments. Investors who earned more than 10 lakhs per annum
also had higher awareness level and this implies that financial literacy may be income based.
According to the multiple regression analysis (Table 4), all the three postulated variables
significantly contributed to investor perception where Risk Perception had the highest
standardized beta coefficient (f = 0.54), Awareness (f = 0.31) and Trust (B = 0.15). Such
relationships are graphically portrayed in Figure 1 where the amount of contribution of every
factor towards the shaping of behavior of investment is pictorially represented.

Additionally, the Research Design Framework (Figure 2) depicts the progressive process of a
research that occur in the following order from designing questionnaire to statistical modeling.
It shows the place of each method within the framework of the analysis and its manner of
presenting methodology.

In essence, the analysis stresses that although all the three factors have a significant impact on
the perceptions of the investors, the risk tolerance is the most important, particularly in the case
of younger participants. These revelations imply that investor education target campaigns,
where the stress is laid on risk management and awareness, has the potential of increasing
equity market participation. In addition, demographic factors, including age and income, ought
to be considered by the policymakers and investment platforms that want to personalize their
strategies of outreach.

Conclusion

The study explored the perception of the Indian investors towards equity stock market
investments through the lens of demography which dictates that age, income and education
condition, key psychological constructs, Risk Perception, Awareness and Trust. As a result of
intensive statistical analysis, through the research, it has been obtained that all the three
constructs play an important role in forming the confidence of investors and their decisions.
Further, according to the study, younger investors are likely to perceive a higher level of risk
whereas an increased level of awareness of the dynamics of the market and higher level of trust
by the investors in financial institutions encourages the participation of the latter in equity
market.

The hypotheses in this study have to a great extent been supported especially the hypothesis of
risk perception and a decision to invest and the hypothesis relating to awareness and trust to an
extent having positive impact on investor perception. Such findings hint that perceptions
concerning equity markets by investors have both financial and psychological and demographic
factors.

Although the research gives invaluable information, there are limitations to it. First the sample
size is large but not that much if you consider the Indian population’s richness (500
participants). This is especially true in the rural areas where the participation in the market is
insignificant. Moreover, the study is the cross-sectional type, so it reflects only the snapshot of
investor perspectives at a specific moment, and it does not reflect the long-term changes of
sentiments or behaviors. There might also be possible biases caused by utilizing self-reported
data since subjects can over—report the knowledge about finances or investment activity.
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Moreover, the study is based on the number of predetermined psychological constructs that can
fail to reflect all the variables, which influence the behavior of investors.

The implications of the findings in this research are quite important. For the financial
institutions, investment platforms, and policymakers, the research shows the importance of
tailoring the financial literacy program in accordance with the concerns and behaviors of the
people of different demographics. For example, young investors may find programs useful
wherein they are taught risk management strategy, and the high income investors may need
more sophisticated content on market dynamics. Moreover, to increase the level of market
participation in those who are less inclined to trust in the financial institutions is key to the
improvement of the market participation.

The study also highlights the need to increase the awareness on equity markets. Presentation
of easy to comprehend information as to how equity investing works demystifies the process
for many would-be investors and increases their participation in such amanner. When the
factors are taken into consideration, by the investment platforms, they can have a more diverse
and inclusive investor pool.

Future studies can build upon this study and go into more details concerning the attitudes of
investors (and what psychological biases like overconfidence or loss aversion may be
influencing their investment decisions). Longitudinal studies may throw a lot of light on how
investors’ perceptions may change over time, especially during the moments when there are
alterations in the conditions of the market or due to outside events like financial crisis or
advancements in trading platforms.

Other studies could also be based on comparing an investor perception in India over different
regions and comparing an investor perception in rural India as compared to urban India to
understand the regional factors that affect the behavior of investments. Also, examination of
the role of digital tools, apps and social media in defining the investors’ perceptions would
bring a modern approach to the way in which technology is changing the scenarios for
investments.
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