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Abstract- Investment decisions are made by investors and investment managers. Investors commonly perform investment 
analysis by making use of fundamental analysis, technical analysis and their self-judgment. It is assumed that various 
decision making factors and market information influence ‘individuals’ investment decisions as well as the market 
outcomes. Investor behaviour derives from psychological principles of decision making in order to explain, why people buy 
or sell stocks. These factors will focus upon how investors interpret and act on information to make investment decisions. 
The study has endeavoured to find out the major factors influencing investment decisions of the investors in the Odisha 
province of India. 
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I. INTRODUCTION 
 
It is generally said that, in order to be successful  in 
the Indian Capital Market, one must have (i) the right 
kind of knowledge about the market dynamics and(ii) 
knowing the right kind of firms to invest in. People 
believe that experts can consistently time the market 
and make accurate buying and selling predictions, 
which ultimately results in huge profits. But still there 
are various decisions making factors that influence 
‘individuals’ investment decisions as well as the 
market outcomes. Generally, Investment decisions 
undergo a thorough analysis of various factors, 
irrespective of the different information available, 
that justifies rationality and irrationality and hence, 
trying  9to avoid uncertainties associated with their 
decision making process. This paper is divided into 
six sections. The first section introduces the paper, 
while the second section presents the literature 
review. The third section examines the methodology 
of the study. The fourth section covers data 
presentation, analysis and discussions of results. The 
fifth section provides the main findings of the study. 
Finally, the sixth section concludes with the summary 
and implications of the study. 
 
II. LITERATURE REVIEW 
 
Baker, Haargrove and Haslem, (1977), conducted a 
study on factors influencing stockholders’ investment 
decisions in Kenya and proposed that investors 
behave rationally, taking into account the 
investment’s risk/return trade-off. This study 
examined the factors that have greatest influence on 
the individual stock investor, and considered the 
factors derived from prevailing behavioral finance 
theories and the additional factors generated through 
personal interviews which influence the stockholders’ 
investment decisions in Kenya. 

Al-Tamimi, (2005), investigated the factors 
influencing individual investor behaviour on the 
United Arab Emirates (UAE) financial markets. The 
study found six most influencing factors in order of 
importance such as expected corporate earnings, get 
rich quick, stock marketability, past performance of 
the firm’s stock, government holdings and the 
creation of the organised financial markets. 
Dimitrios I. M, (2007), conducted a study on 
Investors behavior in the Nairobi Stock Exchange 
(NSE)  and found that individual investors rely more 
on newspapers/media and noise in the market when 
making their investment decisions, while professional 
investors rely more on fundamental and technical 
analysis and less on portfolio analysis. Market 
participants are exposed to a constant flow of 
information, ranging from quantitative financial data 
to financial news in the media, and socially 
exchanged opinions and recommendations. 
Processing all this information is a difficult task.  
Potter, (1971), identified six factors namely, 
dividends, rapid growth, investment for saving 
purposes, quick profits through trading, professional 
investment management and long-term growth that 
affect individual investors’ attitudes towards their 
investment decisions. Merikas et al, (2003) found that 
individual base their stock purchase decisions on: 
fluctuation in the price index, recent price movement 
in a firms stock and current economic indicators. 
 
III. OBJECTIVE OF THE STUDY 
 
The main objective of the study is to determine the 
most influencing factors of investment decisions of 
the investors, and to compare how these factors relate 
to the socio-economic characteristics of the investors 
in Odisha province.  
Specifically, the objective of the study is to: Identify 
and prioritise the factors influencing investment 
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decisions of the retail investors in the Indian Capital 
Market. 
 
IV. RESEARCH METHODOLOGY 
 
The following methodology has been adopted for the 
study: 
Data Source 
Primary data has been used in the study collected 
through structured questionnaire. The questionnaire 
used is the modified form of the questionnaire 
developed and used by Al. Tamimi(2005). The 
questionnaire consists of thirty-five questions, 
divided into two sections.  The first section contains 
ten questions relating to socio-economic 
characteristics of the investors  and the second section 
consist of twenty-five questions relating to the factors 
influencing investment decisions which were 
examined by the researcher personally. Sample size 
and Sampling. A total of 260 respondents have filled 
up the questionnaires. The respondents are mostly the 
people working in selected government offices and 
business men of the districts of Balasore, Berhampur, 
Bhubaneswar, Ganjam and Sambalpur. Out of 260 
responses, 252 responses were complete and hence, 
were used for the further study. Balasore, Ganjam, 
Khorda, Sundargarh and Sambalpur districts are the 
major districts among the total 30 district of the 
Odisha province  with a of population of more than 
10 lakhs each.  
 
Reliability Test 
Respondents were asked to indicate their degree of 
how they are influenced by each of the items on five-
point Likert scale. The questionnaire was subjected to 
reliability test using Cronbach’s Alpha scale as 
shown in Table 1.1. The reliability value of all the 23 
items taken for the study is 0.776 which shows that 
all the statement are consistent. The results of the 252 
responses of individual items in the questionnaire 
indicate that they varied from 0.613 to 0.707. Thus, it 
can be concluded that the individual items are 
reliable. 

 
 
Factor Analysis 
Factor analysis was employed and it was found that 
the most infuencing factors on investment decisions 
of investors in Indian Capital Market are (i) Past 
performance of company stock,(ii) Recommendations 
of financial advisors and analyst, (iii) Expected Stock 
split/ capital increase/ bonus, (iv) Recent price 
movement in company stock, (v) dividend policy and 
(vi) expected corporate earnings. Also, the least 
infuencing factors include religions, rumors, loyalty 
to the company’s products/services, opinions of 

members of the family and expected losses in other 
investments. 
 
V. DATA ANALYSIS AND METHODOLOGY 
 

Table 1.2: KMO and Bartlett’s test 

 
Table 1.2 shows the KMO and Bartlett’s test. It is 
found that the sampling adequacy value is 0.625. and 
the chi-square value is 3801.022, which are 
statistically significant at 5% level of significance. 
This implies that the twenty-three variables 
influencing the investment decisions of individuals 
are adequate in explaining the concept, and the 
sampling distribution is also normal to explain the 
characteristic features of population regarding the 
favourable components in the investment decision 
making process. 
 

Table 1.3: Communalities for favourable components 

 

 
 
Table 1.3 it is found that the variance of twenty-three 
variables of favourable components of decision 
making process of investments in share-markets by 
the investors ranges from 0.302 to 0.833. This implies 
that the favourable components vary from 30% to 
83%. The upper limit is statistically significant and as 
the implication of properly segregated predominant 
factors are explained in the table below: 
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Table 1.4: Total Variance 

 

 
 
The Factor Analysis in the study has been extracted 
bt fixed number of factors, i.e, 6, instead of Eigen 
values greater than 1 Cumulatively frequency of the 
extracted sum of squared loadings with six factors is 
66.781. Whereas, the cumulative frequency of 
cumulative frequency of the initial Eigen Values 
greater than 1 is 70.698. From the above table it i 
found that the twenty three variables are reduced into 
six major factors with Eigen Values 4.910, 3.932, 
2.043, 1.813, 1.335 and 1.326. The six major factors 
also possess significant individual values 21.350, 
17.096, 8.883, 7.881, 5.806 and 5.767 with total 
cumulative variance of 66.781. This clearly indicates 
the very existence of six major factors with their 
respective variable loadings. 

Table: 1.5: Rotated Component Matrix 

 

 

 
 
Factor 1: Organisation Efficiency 
‘Organisation Efficiency’ is the most important factor 
governing the factors influencing the investor 
decision making process in share market investments. 
There are seven sub factors, which are found be 
significant in the study. The First sub factor is ‘Past 
performance of company stock’ (0.900), ‘Loyalty of 
Company Product’ (0.897), ‘Diversification of 
investment’(0.85), ’Company Reputation’ (0.84),‘the 
marketability of the company’(0.793),‘Reputation of 
the Company Board of Directors’ (0.697), Expected 
Stock split/ Capital Income/ Bonus(0.652). 
 
Factor 2:  Mediators influence 
Mediators influence’ is the second major factor which 
influences the investor decision making process in 
share market investments. There are five sub factors 
they are ‘Recommendation of Financial advisors and 
analyst’ (0.892), ‘Rumours’ (0.883), ‘Friends 
Recommendation’ (0.849), ’Insider 
information’(0.84),‘Stock brokers recommendations’ 
(0.764). 
 
Factor 3: Income of the investors 
‘Income of the investors’ is the third major factor 
which influences the investors decision making 
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process in share market investments. There are two 
sub factors, which are found be significant in the 
study, they are income more than Rs 5,00,000 (0.895) 
and the other factor is investors whose income is 
below Rs 5,00,000 (0.868). 
 
Factor 4: Return on Investment 
Return on Investment is the third major factor . It has 
three significant sub factors (i) Expected Corporate 
Earning (0.738) (ii) dividend policy (0.74) (iii) recent 
price movements of company stock (0.798), and (iv) 
Government has a share in the company(0.462). 
 
Factor 5 : Fear of loss. 
Fear of loss is the fifth major factor. It has only one 
significant factor that is Expected losses from other 
investment (0.747), Lower level of risk in stock 
(0.655). 
 
Factor 6: Risk Factors 
Risk is the last major factor that influences the 
investment decision making process.  It has two 
significant sub factors, they are level of publicity 
(0.599), credit availability (0.531). 
 
VI. FINDINGS AND CONCLUSIONS 
  
Investment decisions undergo a thorough analysis of 
various factors, irrespective of the different 
information available, that justifies rationality and 
irrationality and hence, trying to avoid uncertainties 
associated with their decision making process. 
Behavioral factors, Mediators influence, fear of loss 
etc. are some of the factors which also influence the 
financial decisions taken. Hence from the study above 
covering 5 provinces of Odisha we found that the 
major factors which influence investment decisions 
are organisation efficacy, Mediators influence, return 

of investment, fear of loss, risk factors and income 
level of the investors. 
The most influencing sub factors are Past 
performance of Company stock, Insider Information, 
Recommendation of Financial advisors and analyst, 
Loyalty of Company Product, Rumurs and the least 
influencing factors are Lower level of risk in stock, 
Level of publicity, 8Religious Reasons, Expected 
losses from other investment, Best opportunities for 
speculation 
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