International Journal of Research

Available at
https://edupediapublications.org/journals

e-1SSN: 2348-6848
p-1SSN: 2348-795X
Volume 04 Issue 05

®
-

April 2017

A Brief Survey on Equity investors Risk Perception

and Portfolio Management

1Dr G. Grace

Associate Professor Netaji School of Management
Email:- gantagrace@gmail.com

Abstract
Distinguishing  key elements impacting
singular investor's choice to settle on

portfolio decisions is critical to comprehend
their diverse investment conduct. This paper
investigates singular investor's inclination for
portfolio decisions and temporarily examines
effects of risk resilience and risk discernment
on their investment choice. Particularly we
choose financial status distinction in
investment inclination for portfolio decisions
concerning investor's age, income level.
Utilizing  chi-square  investigation  on
investment examinations to acquire a few
confirmations from an example of 200
respondents in  study; our outcomes
demonstrate that investor's choices to settle
on their portfolio decisions are fundamentally
and adversely identified with individual
income level. This finding involves that
investor with higher risk resistance level
shows higher likely hood to settle on their
investment choice on portfolio decisions it is
discovered that male investor exhibits much
inclination on portfolio decisions with higher
level of aggregate return.

Keywords:- Portfolio Management, Principal
Investment, Capital Growth, Returns.

Introduction

Portfolio  management  concerns  the
developments and support of a gathering of
investment. It is investment of funds in
various securities in which the aggregate risk
of the portfolio is limited, while expecting
greatest come back from it. It basically
includes lessening risk instead of expanding
return. Return is clearly imperative however,
and a definitive goal of portfolio director is to
accomplish a picked level of return by

bringing about the minimum conceivable
risk. Determinants of risk mentalities of
individual investors are of incredible
enthusiasm for a developing territory of
finance known as behavioral finance.
Behavioral finance centers around the
individual ~ qualities,  Psychological or
something else, that shape basic monetary and
investment hones. Not at all like conventional
suppositions of expected utility expansion
with sane investors in proficient markets, has
behavioral finance accepted individuals are
typical. Notwithstanding incredible
enthusiasm for this zone, very little research
takes a gander at the fundamental factors that
may prompt individual contrasts and assume a
huge part in deciding individuals' financing
and investment methodologies in developing
markets.

Literature Review

As indicated by Gehrig, T. (1993). The local
predisposition in worldwide value investment
introduces a noteworthy test to resource
estimating models expanding on the
presumption of symmetrically educated
investors. Some additional proof on the home
predisposition is given and the subject of why
outside trade risk or capital controls are not
adequate to clarify the full impact is talked
about. A basic uproarious judicious desires
demonstrate is presented where, even in
harmony, investors remain not completely
educated. It is demonstrated that the
household inclination emerges normally when
investors are by and large better educated
about residential stocks.

As indicated by De Bondt, W. F.
(1998).Behavioral finance models frequently
depend on an idea of clamor dealers who are
inclined to judgment and basic leadership
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mistakes. What do commotion dealers do?
We audit earlier research and present new
overview confirm on the conduct of little
individual investors who deal with their own
value portfolios. Numerous individuals (1)
find guileless examples in past value
developments, (2) share prominent models of
significant worth, (3) are not appropriately
expanded, and (4) exchange problematic
ways.

As per Biglova, An., Ortobelli, S., Rachev, S.
T., and Stoyanov, S. (2004)Some new
execution measures might be viewed as other
options to the most mainstream standard for
portfolio streamlining, the Sharpe proportion.
Investigation of some distribution issues here
contemplates portfolio choice models in light
of various risk recognitions and test ways of
the last riches process for every designation
issue. One new execution proportion is by all
accounts appropriate for some streamlining
issues, however we require an intensive order
of the arrangement of execution measures that
would be perfect for expansive classes of
money related improvement issues.

As per Olsen, R. A. (1997). Investment
management requires administrators and their
customers to share a general meaning of
investment  risk.  Proficient  portfolio
supervisors and individual  investors
additionally appear to share a typical
origination of investment risk. In particular,
investment risk, and risk in other choice
areas, seems, by all accounts, to be a
component of four characteristics: the
potential for an extensive misfortune, the
potential for a beneath target restore, the
sentiment control, and the apparent level of
information. In view of a review consider,
these risk factors clarified roughly 77 percent
of the variety in security returns in the
vicinity of 1965 and 1990.

What is "Portfolio Management'?

Portfolio management is the craftsmanship
and art of settling on choices about
investment  blend and  arrangement,
coordinating investments to destinations,
resource assignment for people and
organizations, and adjusting risk against
execution. Portfolio management is tied in

April 2017

with  deciding qualities, shortcomings,
openings and dangers in the decision of
obligation versus value, household versus
worldwide, development versus wellbeing,
and numerous other exchange offs
experienced in the endeavor to augment
return at a given craving for risk.

Security of Principal Investment:
Investment security or minimization of risks
is a standout amongst the most imperative
targets of portfolio management. Portfolio
management includes keeping the investment
in place as well as contributes towards the
development of its obtaining control over the
period. The rationale of a money related
portfolio management is to guarantee that the
investment is completely sheltered. Different
factors, for example, income, development,
and so forth. Are viewed as simply after the
wellbeing of investment is guaranteed.
Consistency of Returns :

Portfolio management likewise guarantees to
give the solidness of profits by reinvesting the
same earned returns in productive and great
portfolios. The portfolio yields unfaltering
returns. The earned returns ought to repay the
open door cost of the funds contributed.
Capital Growth :

Portfolio management guarantees the growth
of capital by reinvesting in growth securities
or by the purchase of the growth securities. A
portfolio shall appreciate in value, in order to
safeguard the investor from any erosion in
purchasing power due to inflation and other
economic factors. A portfolio must consist of
those investments, which tend to appreciate in
real value after adjusting for inflation.
Marketability :

Portfolio management ensures the flexibility
to the investment portfolio. A  portfolio
consists of such investment, which can be
marketed and traded. Suppose, if your
portfolio contains too many unlisted or
inactive shares, then there would be problems
to do trading like switching from one
investment to another. It is always
recommended to invest only in those shares
and securities which are listed on major stock
exchanges, and also, which are actively
traded.

Available online: https://edupediapublications.org/journals/index.php/IJR/

Page | 1447


https://edupediapublications.org/journals
https://edupediapublications.org/journals/index.php/IJR/

International Journal of Research
Available at

e-1SSN: 2348-6848
p-ISSN: 2348-795X

https://edupediapublications.org/journals

Volume 04 Issue 05

®
-

Liquidity :

Portfolio management is arranged such that it
encourages to take most extreme favorable
position of different great open doors up and
coming in the market. The portfolio ought to
dependably guarantee that there are sufficient
funds accessible at short notice to deal with
the investor's liquidity necessities.
Diversification of Portfolio :

Portfolio management is purposely designed
to reduce the risk of loss of capital and/or
income by investing in different types of
securities available in a wide range of
industries. The investors shall be aware of the
fact that there is no such thing as a zero risk
investment. More over relatively low risk
investment give correspondingly a lower
return to their financial portfolio.

Favorable Tax Status :

Portfolio management is arranged in such an
approach to build the viable yield an investor
gets from his surplus contributed funds. By
limiting the taxation rate, yield can be viably
made strides. A decent portfolio should give a
great duty safe house to the investors. The
portfolio ought to be assessed in the wake of
considering income impose, capital additions
charge, and different duties. The targets of
portfolio management are appropriate to
every single money related portfolio. These
targets, if considered, brings about a
legitimate scientific approach towards the
development of the portfolio. Besides, general
risk should be kept up at the adequate level by
building up an adjusted and effective
portfolio. At last, a great portfolio of
development stocks regularly fulfills all
targets of portfolio management.

Techniques of portfolio management:

As of now the under noted technique of
portfolio management: are in vogue in our
country

Investment by the Respondents
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1. equity portfolio: is affected by inside and
outside elements the inward factors
impact the internal working of the
organization's development design's are
dissected with referenced to Balance
sheet, benefit and misfortune a/c (account)
of the organization. Among the outside
factor are changes in the administration
approaches, Trade cycle's, Political
solidness and so forth.

2. equity stock analysis : under this method
the probable future value of a share of a
company is determined it can be done by
ratio’s of earning per share of the
company and price earning ratio

EPS == PROFIT AFTER TAX/ NO: OF
EQUITY SHARES
PRICE EARNING RATIO= MARKET
PRICE/E.P.S (earnings per share)
One can assess pattern of procuring by EPS,
which reflects patterns of gaining nature of
organization, profit arrangement, and nature
of management. Cost procuring proportion
demonstrate a certainty of market about the
organization future, a high appraising is ideal.

The following points must be considered by

portfolio managers while analyzing the

securities.

1. Nature of the business and its item: long

haul patterns of ventures, rivalry with in, and

outside the business, Technical changes, work
relations, affectability, to Trade cycle.

2. Modern examination of planned profit,

money streams, working capital, profits, and

SO on.

3. Proportion investigation: Ratio, for
example, obligation value proportion's
present proportion's total assets, benefit
profit proportion, rate of return, are
worked out to choose the portfolio.

Table -1
Type of No. of Period of No. of
SI.No ([Investment Respondents [0 Time Respondents %
1 Bonds 51 25.50  |Monthly 71 35.50
2 Equities 01 45.50  |Quarterly 42 21.00
Available online: https://edupediapublications.org/journals/index.php/lIJR/ Page | 1448



https://edupediapublications.org/journals
https://edupediapublications.org/journals/index.php/IJR/

e-1SSN: 2348-6848
p-1SSN: 2348-795X
Volume 04 Issue 05

International Journal of Research

Available at
https://edupediapublications.org/journals

®
-

April 2017
3 Bank Deposits 58 29.00  |Annually 50 25.00
4 T-Bills 0 0.00 Over5 Years 37 18.50
Total 200 100.00 [Total 200 100.00

respondents judge the execution of investment,
21% of the respondents judge the execution of
investment Quarterly and 18.5% of the
respondents assume control 5 years to judge
the execution of the investment.le.

From the above table, it demonstrates
that 45.5% of the respondent's favored Equity
sort of investments, 29% of the respondents
favored Bank Deposits and 25.5% of the
respondents favored securities kind of
investment. Nobody lean towards T Bills. ,
plainly 35.5% of the respondents judge the
execution of investment in a month, 25% of the
Performance about their Financial Future and age from which the Respondents are

investing
Table - 2
between 60 to 69 years, 23% of the
Financial No. of No. of
Sl. No [Future Respondents % /Age of Investing |[Respondents (%
1 \Very optimistic 45 22.50 |Age 80 and Over [35 17.50
2 Positive 68 34.00 |Age 70to 79 46 23.00
3 Unsure 58 29.00 |Age 60 to 69 52 26.00
4 Pessimistic 29 1450 |Age 50 to 59 59 29.50
Total 200 100.00 |Age under 40 3 4.00
Total 200 100.00

respondents have put resources into the age

From the above table, it demonstrates that
34% of the respondents are sure about their
monetary future, 29% of the respondents are
uncertain, 22.5% of the respondents are
extremely idealistic about their money related
future and 14.5% of the respondents are
Pessimistic. It is discovered that 29.5% of the
respondents have put resources into age
between 50 to 59 years, 26% of the
respondents have put resources into the age

between 70 to 79 years, and 17.5% of the
respondents have put resources into the age 80
or more. It is uncovering that individuals
under 40 years just 4% have been
investing.nt.le.
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Understanding comfort level in stock Investing and Investor Perception

Table - 3
Unde rstanding and No. of Best No. of

Sl. No |Comfort level Respondents Y0 |Statement Respondents?0
No Experience in Stock Some Current

1 Market 59 29.50 Income 54 27.00
No Experience, but some
level High Current

2 of comfort 40 20.00 |Income 15 7.50
Some Experience & High Total

3 Interest 33 16.50 |Return 82 41.00
Extensive Background and

5 good 23 11.50 [Total 200 100
comfort
Total 200 100

From the above table, demonstrates that 29.5% of the respondents have no involvement in
securities exchange, 22.5% of the respondents have sensible experience, 20% of the
respondents have no understanding yet some level of solace, 16.5% of the respondents have
some understanding and intrigue and 11.5% of the respondents are have broad foundation
and great solace. It is discovered that 41% of the respondents see high aggregate return as the
best explanation, 27% of the respondents see some present income and are exceptionally
sheltered, 24.5% of the respondents are see generous return.

Attitude about Financial Risk

Table - 4
No. of
SI. No Attitude about Financial risk Respondents %
1 Diversified investment portfolio 51 25.50
2 I Only invested with extra money | can afford to loss 36 18.00
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3 Associated with playing in the stock 82 41.00
The Higher the investment yield or rate of return the
4 greater the risk 31 15.50
Total 200 100

From the above table, obviously portfolio, 18% of the respondents manage the cost of to
41% of the respondents are related with loss, and 15.5% of the respondents has a playing in
the share trading system, 25.5% of the state of mind that The Higher the investment yield
respondents have enhanced investment or rate of restore the more prominent the risk.

Portfolio Activities by the Respondents

Table -5
SI. No Any Portfolio Activities NO.Of Respondents %
1 Yes 99 49.50
2 No 101 50.50
Total 200 100.00

From the above table, demonstrates that 50.5% of the respondents don't have any portfolio
exercises and 49.5% of the respondents are having portfolio activities.ter the risk.
Risk Tolerance since the Time of Investment and Response to Market Decline

Table -6
_ No. of o No. Of
Sl. No| Risk Tolerance % Liquidation process %
Respondents Respondents
1 More Willingness 0 0.00 Immediately 56 28.00
2 Less Willingness 69 34.50 At 90000 18 9.00
Risk factors has no Would Wait for Market
3 influence 72 36.00 turnaround 81 40.50
4 4 No Idea 59 At 75000 45 22.50
Total 200 100.0 [Total 200 100.00
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From the above table, it demonstrates that
for 36% of the respondents risk factor has
no impact since the season of first
investment, 34.5% of the respondents have
less eagerness to go out on a limb, 29.5% of
the respondents have no clue about risk . It
is construed that 40.5% of the respondents

April 2017

would sit tight for showcase turnaround,
28% of the respondents would quickly sell
and move to a more steady investment,
22.5% of the respondents will move at
75000 for stable investment and 9% of the
respondents will move at 90000 for stable
investment

Time Horizon for Withdrawals and Growth Expected Of Investment in 5 Years
Table - 7

Sl. | Time Horizon for No. of Growth No. of

No withdrawals Respondents | % Expected Respondents %

1 Currently 65 3250 O0to15% 52 26.00

2 | Lessthan 3 Years 36 18.00| 15% to 30% 45 22.50

Between 6 to 15

3 Years 70 35.00| 30% to 50% 57 28.50

4 After 15 Years 29 1450 | Above 50% 46 23.00
Total 200 100 Total 200 100

From the above table, it is discovered that
35% of the respondents will make
withdrawals between 6 to 15 years, 32.5%
of the respondents as of now need to make
withdrawals, 18% of the respondents will

anticipate that their investment will develop
from 30% to half, 26% of the respondents
anticipate that their investment will develop
from 0 to 15%, 23% of the respondents
expect a development over half and 22.5%

pull back in under 3 years and 14.5% of the of the respondents anticipate that a
respondents will pull back following 15 development from15% will 30%.
years. Plainly 28.5% of the respondents
Chi — Square Analysis for Income Level and Age of Investing
Table -9
) From
Age of Investing Above

income level From25to35 [35to45 [From45to55 [55 Grand Total
Rs.5000 8 14 14 8 44
Rs.5000 to Rs.6000 13 14 9 3 39
Rs.6000 to Rs.7000 11 13 13 8 45
Rs.7000 to Rs.8000 7 16 9 5 37
Above Rs.8000 6 11 13 5 35
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Grand Total

45 68 58 29

200

Null Hypothesis (HO): No Significant relationship between Income and Age of investing.
Alternate Hypothesis (H1):There is a Close Significant relationship Income and Age of

investing.
calculated chi-square
factor value table value | degree of freedom | remarks
Not
Income Level 8.267 21.026 12 Significant
Chart-1
PIVOT CHART FORINCOME LEVEL AND AGE OF INVESTING
- Whom25 1035
- 18 W Fom 35 10 45
1% ] B @From 45 10 55
o J ; BAbove 55
ol2
Jt
84 -
|
|
- Rs 5,000 Rs 500010 Rs 6000 to Rs 7000 % Above Rx 8000
s 8000 Rs 7000 Rs 8000
INCOME LEVEL
Chi — Square Analysis for Income Level and Performance of Investment
Table - 10
Over
Performance of Investment Grand
income level Monthly | Quarterly| Annually| 5 Years| Total
Below Rs.5000 15 9 15 5 44
Rs.5000 to Rs.6000 16 9 6 8 39
Rs.6000 to Rs.7000 15 10 9 11 45
Rs.7000 to Rs.8000 14 7 9 7 37
Above Rs.8000 11 7 11 6 35
Grand Total 71 42 50 37 200
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Null Hypothesis (Ho) : No Significant relationship between
Income level and Performance of investments.
Alternate Hypothesis (H;) : There is Close Significant relationship

between Income level and Performance of investments

Factor Calculated chi- | Table value Degree of Remarks
square value freedom

Income Level 6.978 21.026 12 Not Significant

Chart 1.2

PIVOT CHART FOR INCOME LEVEL AND PERIOD OF TIME OF AN INVESTMENT

18 4 | Monthly
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B Annually
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mcomELEVEL

Chi — Square Analysis for Income Level And financial Future

Table - 11
Financial future Very Grand
income level Optimistic Positive Unsure | Pessimistic Total
Below Rs.5000 8 14 14 8 44
Rs.5000 to Rs.6000 13 14 9 3 39
Rs.6000 to Rs.7000 11 13 13 8 45
Rs.7000 to Rs.8000 7 16 9 5 37
Above Rs.8000 6 11 13 5 35
Grand Total 45 68 58 29 200
Null Hypothesis (HO) : No Significant relationship between Income level and

Financial Future.
Alternate Hypothesis (H1) : There is Close Significant relationship between Income level
and Financial Future
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Factor Calculated chi- | Table value Degree of Remarks
square value freedom
Income Level 8.267 21.026 12 Not Significant
Chart 1.3

PIVOT CHART FOR INCOME LEVEL AND OPTIMISTIOC ABOUT FINANCIAL FOTURE
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Chi — Square Analysis for Income Level And attitude About Financial Risk
Table - 12

Financial Risk Reduces Invest Associated Rate of | GrandTotal
income level with with Playing | Returns
Risk Extra in the Stock
Money
Below Rs.5000 14 7 19 4 44
Rs.5000 to Rs.6000 15 5 15 4 39
Rs.6000 to Rs.7000 9 11 16 9 45
Rs.7000 to Rs.8000 7 7 17 6 37
Above Rs.8000 6 6 15 8 35
Grand Total 51 36 82 31 200

Null Hypothesis (HO) : No Significant relationship between Income level and Financial
Risk.

Alternate Hypothesis (H1)
and Financial Risk.

: There is Close Significant relationship Between Income level

Factor Calculated chi- | Table value Degree of Remarks
square value freedom

Income Level 11.505 21.026 12 Not Significant

Chart 1.4

PIVOT CHART FOR ANNUAL INCOME LEVEL AND ATTITUDE ABOUT FINANCIAL RISK
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Chi — Square Analysis for Income Level and Risk Tolerance
Table - 13
Less Risk
Risk Tolerance Income Level| Willingness Tolerance | No ldea| Grand Total

Below Rs.5000 12 23 9 44
Rs.5000 to Rs.6000 19 7 13 39
Rs.6000 to Rs.7000 16 16 13 45
Rs.7000 to Rs.8000 13 14 10 37
Above Rs.8000 9 12 14 35
Grand Total 69 72 59 200

Null Hypothesis (HO) : No Significant relationship between Income level and Risk

Tolerance.
Alternate Hypothesis (H1)
and Risk Tolerance.

: There is Close Significant relationship Between Income level

Factor Calculated chi- | Table value Degree of Remarks
square value freedom

Income Level 13.391 15.507 18 Not Significant

Findings . 55% of the respondents are not

. Maximum investors know about all experienced in the share trading system.

the investment alternatives. . 48.5% of the respondents have a

. Investors don't put resources into a place with the age between 30 years to 60

solitary road. They lean toward various
roads and most extreme investors want to
put resources into shares, mutual funds and
debentures.

. Maximum investors needs their
investment develop at quick rate.
. The investment choice of investors

is affected by their own choice and through
companions and relatives.

. Different factors considered by
investors while contributing are return, risk,
tax breaks, capital thankfulness and the
most unmistakable factor is the arrival on
any investment road.

. Majority of investors contribute 15-
20% of their yearly income. 7. Greatest
investors contribute on month to month
premise

years of age.

. 45.5% of the respondents are
acquired Equities kind of investments.

. 34% of the respondents are idealistic
of their money related future.

. 41% of the respondents depict high
aggregate return as best proclamation.

. 41% of the respondents are related
with playing in the share trading system.

. 8.5% of the respondents are
anticipating that their development 30%
should half.

. 55.5% of respondents control the
risk by adjustment.
. From the Chi-Square Analysis, It is

evident that there is a cozy connection
between Age gathering and Age of
contributing and Performance of
investments.
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. From the Chi-Square Analysis, It is
affirmed that there is Close connection
between Income level and Financial Future
and risk

Conclusion

The examination is made to discover "Risk
discernment and portfolio management of
equity  investors”. The  examination
uncovers that the investors in Coimbatore
city don't know about portfolio which would
limit risk and amplify the arrival. And
furthermore unmistakably the investors in
Coimbatore city have low level of
comprehension  about risk and the
significance of portfolio management as
they don't know these components.
Subsequently appropriate ought to be taken
keeping in mind the end goal to enhance the
mindfulness level in the psyches of the
investors.

e The investigation is made to
discover "Risk recognition and
portfolio management of equity
investors".

e The examination uncovers that the
investors in Coimbatore city don't
know about portfolio which would
limit risk and augment the arrival.

e And likewise unmistakably the
investors in Coimbatore city have
low level of comprehension about
risk and the significance of portfolio
management as they don't know
these elements.

e Hence legitimate ought to be taken
with a specific end goal to enhance
the mindfulness level in the brains of
the investors.

e Don't purchase excessively
numerous  distinctive  securities.
Better have just a couple of

investments that can be viewed.
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e Study your expense position to
known when you pitch to most
noteworthy preferences.

e Always keep a decent piece of your
capital in a money hold. Never
contribute every one of your funds.

e Failure to comprehend Mr. Market:
Just on the grounds that the market
has put a cost on a business does not
mean it is justified, despite all the
trouble. Just an individual can
decide the estimation of an
investment and after that decide
whether the market cost is sane.

e Failure to comprehend the effect of
duties: Also known as the distresses
of  aggravating, similarly as
intensifying  attempts to  the
investor's long haul advantage, the
weight of assessments on the
grounds that pf over the top
exchanging work s against building
riches.
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