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ABSTRACT
Trading involvement is one of the most crucial factor which determines one’s success in stock market investment  The
ability to predict the direction towards  which the prices of the shares in ones portfolio may move and the time at which
the change in direction occurs can only be predicted accurately by an investor whose degree of involvement  in trading is
high. The study of investors in stock market found that the success in stock market which can be measured through the
perceived return on investment which has obtained through the intra and inter day trading  will be higher when
compared  with that of  a passive investor.
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INTRODUCTION
In India it can be observed that the investments by foreign institutional Investors (FIIs) and the movements of
stock market indices are quite closely correlated. FIIs are having significant influence on the movements of stock
market indices. It could be a classic cause of bullish market psychology snapping back after being stretched. In
India almost all previous experiences with high phases of stock market volatility have been associated with some
form of irregularities and corruption. General belief is that stock markets movements actually reflect the real
economic performance.  But it may not be completely true. Stock market indices are indicators of the
expectations of finance capital, and they can move up and down for a variety of reasons, may not be related even
to the current profitability of productive enterprises. Theoretically the major determinants of share prices are the
corporate earnings and the interest rates. But, they are prone to irrational bubbles and sudden collapses that
reflect all sorts of factors, ranging from international forces to domestic political changes, and may have very
little relation to economic processes within the economy. The movements of stock market indices may not
necessarily imply any fundamental changes in the economy as these movements affect a very small minority of
the country’s population. Stock prices are more variable than prices of most other assets, which mean that the
returns can range dramatically from year to year.

The efficient market, defined by Fama (1970), represented the rise of Modern Finance. As efficient Market
Hypothesis (EMH) states the stock market as an efficient information machine processing. The investors act
rationally and the stock prices reflect any information that people have about the fundamental variables, such as
both present and future profit. Such prices just changes with news and they do not include mass psychology.

Behavioural finance challenges the assumption that investors are perfectly rational at all times, and suggests that
in fact they tend to depart from optimal financial decision making in a predictable, systematic manner. Such
deviations are labelled psychological biases and are suggested to be caused by human emotions and attitudes.
Investor’s overconfidence is resulted because of the characteristics such as past success, optimism, confidence in
ones, abilities, investment experience and investment related knowledge.
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Behavioural finance focuses on how investor interprets and acts on information to make informed investment
decisions. Investors do not always behave in a rational, predictable, and unbiased manner. Behavioural finance
places an emphasis upon investor behaviour leasing to various market abnormalities.

Behavioural finance introduces the behavioural aspects and focuses on the application of psychological and
economic principles for the improvement of individual financial decision-making process. The paradigm of new
finance, “Behavioural finance” is no more into much controversy as it was before. Now theorists have come to
acknowledge the human behaviour and its impact on the decision making process and derivation of stock prices
in the market.

STATEMENT OF THE PROBLEM
Active as well as passive investors are there in the stock market. Active investors are very well bothered about
their hard earned money which is invested in the stock market. They will be continuously observing the price
movements of the stocks especially those belongs to their portfolio. The accuracy of the positions which they
take as long or short in the intraday as well as the the inter day trading determines ones investment success

OBJECTIVES OF THE STUDY
1.To assess the effect of investors’ trading involvement in investment success.
2. To measure the strength relationship between investors trading involvement and  perceived fairness of return
on investment.

RESEARCH METHODOLOGY
The methodology followed for this study comprises survey as well as analytical methods. The survey method
has been followed for collecting information about the investors level of trading involvement  and behaviour
with respect to their investment in the stock market. Analytical method has been adopted for drawing
conclusion from the data. The primary data required to examine the investors’ behaviour and perception has
been collected from investors in stock market. Structured questionnaire is administered among selected stock
market and mutual fund investors. Likerts scale scaling technique is used for obtaining qualitative data, since
the study is more focused towards investors’ perception. The size of the sample is three hundred and eighty.
The data has been analysed and evaluated by making use of statistical tools such as Mean, Standard deviation,
correlation, ANOVA and Chi Quota test.

Sampling technique : A non probability sampling technique has been adopted  for the study, since investors
from all the  fourteen districts of  Kerala  including investors from urban and rural area  have  been covered.
From each quota (districts), convenience sampling is adopted.

Investors trading involvement has been assessed with the help of ten constructs. The variable focuses on how
much an individual investor is involved in stock market information processing and the extent to which he/she
is interested in stock market operations. The variable also focuses on the amount of time one devotes for the
observation and monitoring of market information and   trading process.

The investors trading involvement has been studied with the help of following statements;

Each statement has been rated on a five point scale. Simple average of the score and the standard deviation of
each construct are calculated.

The mean and standard deviation of each constructs are as follows;
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Table : 1
Investors’ Trading Involvement – Mean and Standard Deviation

Items Mean
Score

Standard
Deviation

Regular in checking prices in News Paper 3.42 1.29

Observes index movements continuously 3.63 1.17

Watches movements of international indices 3.48 1.04

Selecting  companies in advance for intraday trading 3.05 1.13

Obtains broker’s opinion for investments 3.39 1.23

Continuously watches TV for price level changes 3.39 1.14

Active in share trading since majority of investments are in stock
market

3.37 1.09

More dealings are with the same scrips 2.96 1.07

Intraday trading is  challenging and giving more happiness 2.93 1.06

Regular in investing in shares 3.09 1.10

Investors’ Trading Involvement 3.27 0.65

Source: Primary Survey

The mean score of the statements ranges from 2.93 to 3.63. Eight statements have a mean score above 3
which is the average of the five point scale. The standard deviation also for each construct ranges from
1.04 to 1.29 (since the minimum score is 1 and the maximum is 5. The mean score of 3.27 of investors’
trading involvement is the average of all the ten constructs. This score is above the average and means
that stock market investors have a high level of trading involvement. The standard deviation is 0.65
because the minimum score is 2.93 and the maximum score is 3.63.

The trading involvement of stock market investors  with different parameters which are the bases of
individual  behaviour including district of domicile, region wise, urban or rural, gender, age, educational
qualifications,  profession practised, years of experience in stock market operations etc have been
analysed with the help of  t-test and ANOVA.
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Level of Trading Involvement and Perceived Fairness of Return on Investment
Chi-square test is applied to find the relationship between the variables level of trading involvement and level
of perceived fairness of return on investment.” For this purpose the mean score of each respondent is
calculated with constructs coming under the variables level of trading involvement. The respondents with a
mean score three or more are included in the group with high level of trading involvement and a mean score
below three are classified in the group of low level of trading involvement.  Similarly the mean score of each
respondent is calculated with the help of the constructs coming under the dependent variable perceived
fairness of return on investment. Those investors with a means score of three or more are classified as those
with high level of perceived fairness of return on investment. Those with a means score below three are falling
in the category with low level of perceived fairness of return on investment. Similar methodology is adopted
for the variables investors’ confidence, risk taking ability, level of rationality and herd mentality.

The hypothesis made for the study is

Null Hypothesis   :  The level of trading involvement and the fairness of return on investment are independent

Research Hypothesis: Significant relationship exists between level of trading involvement and fairness of
return on investment.

Following table gives the data of the cross tabulation of number of respondents in each category.

Table : 2
Cross tabulation- Level of Trading Involvement  and Perceived Level of  Fairness of Return on

Investment

Level of Trading Involvement

Level of  Fairness of Return on
Investment Total

Low High

Low
Count 80 40 120

Expected Count 41.1 78.9 120.0

High
Count 50 210 260

Expected Count 88.9 171.1 260.0

Total
Count 130 250 380

Expected Count 130.0 250.0 380.0

Source: Primary Survey

Table 6.1 reveals that 80 respondents are there with low level of trading involvement and low level of
perceived fairness of return on investment. 40 respondents are with low level of trading involvement and high
level of perceived fairness of return on investment.  Investors with high level of trading Involvement and low
level of perceived fairness of return on investment are 50 in numbers and investors with high level of trading
involvement and high level of perceived fairness of return on investment are 210.



1211 Dr. Joychen Manuel

International Journal of Engineering Technology Science and Research
IJETSR

www.ijetsr.com
ISSN 2394 – 3386

Volume 4, Issue 12
December 2017

Table : 3
Chi-Square Tests - Level of Trading Involvement  and Perceived Level of  Fairness of Return on

Investment

Value df Asymp. Sig. (2-
sided)

Exact Sig.
(2-sided)

Exact Sig. (1-
sided)

Pearson Chi-Square 82.086a 1 .000

Continuity Correctionb 79.992 1 .000

Likelihood Ratio 80.910 1 .000

Fisher's Exact Test .000 .000

Linear-by-Linear
Association

81.870 1 .000

N of Valid Cases 380

Source: Primary Survey

The significant value is 0.000 which is less than 0.05. Therefore the null hypothesis is rejected and the
alternative hypothesis is accepted. It is concluded that the level of trading involvement by the stock market
participants have significant impact on the fairness of investment return on investment. It can be concluded
that higher the level of trading involvement, higher will be the fairness return on investment.

Correlation between Level of Trading Involvement and Perceived Fairness of Return on Investment.
Correlation analysis has been done for the purpose of understanding the strength of relationship between the
variables level of trading involvement of investors and perceived fairness of return on investment.

Table : 4
Descriptive Statistics- Level of Trading Involvement & Fairness of Return on Investment

Item Mean Std. Deviation N

Level of Trading Involvement 3.2705 .64618 380

Fairness of Return on Investment 3.1547 .49528 380

Source: Primary Survey

Level of trading involvement is having a mean score of 3.27065 with a standard deviation of 0.64618 for 380
responses. Fairness of return on investment is having a mean score of 3.1457 and a standard deviation of
0.4952.
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Table :5
Correlations – Level of Trading Involvement and Perceived Fairness of Return on Investment

Level of Trading
Involvement

Perceived Fairness of
Return on Investment

Level of Trading
Involvement

Pearson Correlation 1 .594**

Sig. (2-tailed) .000

Sum of Squares and Cross-
products

158.250 72.088

Covariance .418 .190

N 380 380

Perceived  Fairness of
return on investment

Pearson Correlation .594** 1

Sig. (2-tailed) .000

Sum of Squares and Cross-
products

72.088 92.970

Covariance .190 .245

N 380 380

Source: Primary Survey

**. Correlation is significant at the 0.01 level (2-tailed).

Table reveals that Pearson correlation coefficient of 0.594 is calculated for level of trading involvement of
investors and perceived fairness of return on investment. The significant value .000 indicates that the
correlation is significant at 0.01 level. Therefore it can be concluded that strong relationship exists between
level of trading involvement of investors and perceived fairness of return on investment.

FINDINGS
The summated score of the constructs of stock market investors trading involvement results in a mean score of
3.27 with a standard deviation of 0.65 which means that investors who are already in the stock market are
continuously involved in the stock market operation and processing of information. Among the ten constructs
two of the constructs are about processing of information from news papers and television having a mean
score of 3.42 and 3.39 which ensure that high involvement in information processing.

Investors trading involvement is analysed among the urban and rural investors and found that no significant
difference between the rural and urban investors with respect to the trading involvement.  Homogeneity exists
mostly because of the technological development and improvement in the means of communication in the
rural areas.

ANOVA test conducted for analysing the difference in investor involvement with respect to their age reveals
that there is no difference with respect to trading involvement for different age groups.

Level of education found significant because   investors with different level of education is having different
level of trading involvement.

Experience in the stock market operation is also having significant impact on investors trading involvement.
The data analysed proves that higher the years of experience higher is investors trading involvement.
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ANOVA test conducted to find the difference among the different professionals also revealed that there is not
much difference in the trading involvement of investors.

Fairness of return on investment has been evaluated with the help of nine constructs having a mean score of
3.154 and a standard deviation of 0.495

Fairness of return on investment has been found significantly different among urban investors and rural
investors. Investors in the urban area having a mean score of 3.224 and in the rural area is 3.065.

Among the male and female investors fairness of investment return found to be more or less same, since the t-
test is insignificant.

Investors of different age groups also showing more or less similar fairness of investment return.

ANOVA test for different level of education shows that fairness of return on investment exists since the
significant values is 0.000. Those investors with Plus two or below education is having a means score of
3.088, those who are graduate having a score of 3.259, Post Graduates having a means score of 3.050 and
those having above post graduation  is having a mean score of 3.310.

Investors practising different professions are found to be similar in terms of fairness of return on investment.

Years of experience in the stock market operation also found insignificant even though the fairness of return
on investment is higher for those investors having higher experience. Those having less than five years of
experience are having a mean score of 3.138. Those having experience between five years to ten years having
a mean score of 3.174 and those investors with more than ten years of experience are having a mean score of
3.880.

The Chi square analysis for finding out relation between the level of investors trading involvement and the
level of fairness of return on investment proves that higher the level of investors trading involvement higher
will be the fairness of return on investment. The null hypothesis is rejected with a significant value of 0.000
for Pearson Chi- square value of 82.086 with degrees of freedom one.

Pearson correlation coefficient of 0.594 is calculated for Level of Trading Involvement of Investors and
Perceived Fairness of return on investment. The significant value .000 indicates that the correlation is
significant at 0.01 level. Therefore it can be concluded that strong relationship exists between level of trading
involvement of investors and perceived fairness of return on investment.

CONCLUSION
The analysis proves that behaviour of investors plays an important role in determining the investment success.
Continuous observation and right timing of the investment decision is one important factor in investment
success. Often people are active during times of market bubble. Those who book profit while market
fluctuates are wise. Inactive investors are found to be inactive even when market moves favourably. Active
investors with high trading involvement can make successful investment.
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