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Abstract

The stock market plays a pivotal role in mobilising household savings towards productive
investment and in supporting the overall growth of an economy. Despite the rapid expansion
of the Indian securities market, the growing reach of discount broking platforms, and
aggressive investor-education campaigns run by regulators and exchanges, a large section of
the population continues to remain outside the ambit of the stock market or participates with
only a limited understanding of how it functions. This study, titled “Investor Awareness
towards the Stock Market,” attempts to examine the extent to which individual investors are
aware of stock market instruments, the sources from which they gather investment-related
information, the factors that influence their investment decisions, and the challenges that
deter wider participation. Primary data was collected from 100 respondents through a
structured questionnaire, and the results were analysed using simple statistical tools such as
percentage analysis. The study finds that while awareness of basic concepts such as shares
and mutual funds is fairly widespread, awareness of derivatives, IPOs, and regulatory
safeguards remains comparatively low, particularly among first-time and younger investors.
The paper concludes with practical suggestions for investors, intermediaries, and regulators
to strengthen financial literacy and encourage informed participation in the stock market.
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1. Introduction tips from friends or relatives, or the fear of missing out on

1.1 Background of the Study

The stock market is one of the most vital components of a
modern economy, acting as a bridge between individuals who
have surplus funds and businesses that require capital for
growth and expansion. Through the stock market, investors
can purchase ownership stakes in companies, participate in
the wealth created by economic growth, and build long-term
financial security. At the same time, companies gain access to
funds that would otherwise be difficult to raise through
traditional banking channels alone.'

In recent years, the Indian stock market has witnessed
considerable transformation, with growing retail participation
driven by improving digital access, mobile trading
applications, and greater financial inclusion. However, growth
in the number of accounts does not necessarily indicate a
corresponding growth in financial knowledge.” Many new
investors enter the market influenced by social media trends,
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quick gains, rather than a sound understanding of how the
market actually works.*

Investor awareness refers to the degree of knowledge an
individual possesses about investment avenues, market
instruments, risk-return relationships, regulatory protections,
and the overall functioning of the securities market.> A well-
informed investor is better equipped to make rational
decisions, diversify risk appropriately, and avoid falling prey
to fraudulent schemes or impulsive trading behaviour.
Conversely, low awareness often results in poor investment
choices, susceptibility to rumours, and, in the worst cases,
financial loss and reduced confidence in capital markets
altogether.

This study attempts to assess the current level of investor
awareness towards the stock market, identify the sources
investors rely on for information, and understand the factors
that shape their investment behaviour.
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1.2 Statement of the Problem

Despite regulatory efforts by bodies such as the Securities and
Exchange Board of India (SEBI) and stock exchanges to
promote financial literacy, a considerable gap continues to
exist between the availability of investment opportunities and
the public's understanding of them. Empirical work on retail
investor behaviour has found that many investors continue to
rely on informal tips or partial information rather than
systematic fundamental or technical analysis before investing,
pointing to a persistent gap between the tools available to
investors and the extent to which those tools are actually
used.? Many potential investors either avoid the stock market
altogether due to a fear of the unknown, or participate without
adequate knowledge, exposing themselves to unnecessary
risk. This study seeks to investigate the actual level of
awareness among individual investors and to identify the gaps
that need to be addressed.

1.3 Objectives of the Study

1. To study the level of awareness among individual
investors regarding stock market instruments and
operations.

2. To identify the various sources through which
investors obtain information about the stock market.

3. To examine the factors influencing the investment
decisions of individual investors.

4. To analyse the demographic differences in awareness
levels, such as age, income, education, and
occupation.

5. To identify the problems and challenges faced by
investors while investing in the stock market.

6. To offer suggestions for improving
awareness and participation.

investor

1.4 Scope of the Study

The scope of this study is limited to individual retail investors
residing in the selected study area. It covers awareness
relating to major stock market instruments such as equity
shares, mutual funds, initial public offerings (IPOs),
derivatives, and bonds, as well as investors' familiarity with
regulatory bodies and investor protection mechanisms. The
study does not extend to institutional investors, foreign
portfolio investors, or a detailed technical analysis of market
instruments.

1.5 Significance of the Study

This study is significant for several stakeholders. For
policymakers and regulators, it provides insight into the
specific areas where investor-education initiatives need to be
strengthened. For financial intermediaries such as brokers and
mutual fund distributors, it highlights the gaps in investor
understanding that need to be bridged through better
communication. For academic purposes, the study contributes
to the growing body of literature on financial literacy and
investor behaviour in emerging markets. Finally, for
individual readers, the study serves as a reminder of the
importance of informed decision-making before entering the
stock market.

2. Review of Literature

A review of existing literature helps in understanding the
theoretical background of investor awareness and behaviour,
and in identifying the research gap that this study intends to
address. Gopi and Joseph Paulraj’ examined public
investment awareness towards stock markets and found that
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regularity in investing and the percentage of household
savings have a considerable bearing on whether individuals
choose to participate in the securities market, with a large
proportion of non-investors remaining unaware of basic
share-market concepts. Similarly, Banumathy and Azhagaiah*
studied investors' awareness about investment in the stock
market and concluded that awareness levels vary significantly
with the techniques and instruments used, with investors
generally being more familiar with conventional avenues than
with derivative or hybrid instruments.

Jaya and Malarvizhi® analysed the sensitivity of investors
towards stock market investment and found that demographic
factors such as age, income level, and educational
qualification significantly influence the level of awareness
and the choice of investment avenues, with younger and more
educated individuals showing greater openness to market-
linked instruments. Kamaruniza® reported comparable
findings in a study of retail investors in Chennai city, noting
that awareness of stock market operations remained moderate
even among individuals who were otherwise financially
literate in a general sense.

Sarkar® analysed the behaviour of individual investors in the
stock market and found that investment decisions are
frequently shaped by psychological and social factors,
including peer influence and media reports, rather than a
rigorous assessment of a company's fundamentals,
particularly among less experienced investors. Bhat® studied
the behaviour of retail investors towards financial investments
and found that a large proportion of respondents continued to
prefer traditional, low-risk avenues such as bank deposits and
gold over market-linked instruments, largely on account of
limited familiarity with how equity and mutual fund products
function.

Research on investor sentiment and stock market volatility in
India'® found that market volatility in the Indian context
displays clustering, asymmetry, and leverage effects that are
closely tied to investors' psychological biases and herding
tendencies, underscoring how limited awareness and
behavioural biases can jointly amplify market fluctuations.
Earlier conceptual work on investor attitudes towards stock
market investment in India'! similarly pointed to a wide gap
between high-net-worth individuals who actively invest in
equities and the average population, who often remain
disengaged due to limited awareness.

SEBI's own investor survey provides useful large-sample
evidence on this question. The SEBI Investor Survey 2015!
estimated that only a small fraction of Indian households
directly participated in the securities market, with a
pronounced regional and rural-urban disparity in
participation, and identified lack of awareness and limited
reach of investor-education programmes as key contributing
factors. Consistent with this, Shenoy and Hebbar? found that
the use of fundamental and technical analysis techniques
among retail investors in Indian stock markets remained
limited, with many investors relying on broker
recommendations or informal tips rather than independent
analysis before making investment decisions.

Taken together, the existing literature suggests that while
awareness levels have generally improved over time due to
digitisation and regulatory outreach, significant gaps remain,
particularly regarding complex instruments, risk management,
and investor protection mechanisms. This study builds on this
literature by providing updated, primary evidence on the
current state of investor awareness in the selected study area.
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3. Research Methodology

3.1 Research Design

The study adopts a descriptive research design, as it aims to

describe the existing level of investor awareness and the

factors associated with it, rather than to establish causal
relationships.

3.2 Sources of Data

The study is based on both primary and secondary data:

e Primary Data: Collected directly from respondents
through a structured questionnaire consisting of both
closed-ended and multiple-choice questions.

e Secondary Data: Collected from books, journals, research
papers, SEBI and stock exchange publications, and
reputed financial websites.

3.3 Sampling

The study uses a convenience sampling method, given the

constraints of time and accessibility. A total of 100

respondents, comprising both existing investors and non-

investors, were selected for the study from the chosen
geographical area.

3.4 Tools of Data Collection
A structured questionnaire was designed covering
demographic details, awareness of stock market instruments,
sources of information, factors influencing investment
decisions, and challenges faced by investors.
3.5 Tools of Data Analysis
The collected data was tabulated and analysed using simple
statistical tools such as percentage analysis, and the results are
presented through tables for ease of interpretation.
3.6 Limitations of the Study
e The sample size of 100 respondents is relatively
small and may not represent the entire population.
e The study is confined to a specific geographical area
and may not be generalised to the whole country.
e Responses are based on self-reported perceptions and
may be subject to personal bias.
e The study covers a limited time period and does not
capture changes in awareness over time.

4. Data Analysis and Interpretation

This chapter presents the analysis of data collected from 100
respondents through the structured questionnaire. The
findings are organised under demographic profile, awareness
levels, sources of information, investment behaviour, and
challenges faced by investors.

4.1 Demographic Profile of Respondents

. . No. of Percentage
Category Classification Respondents (%)

Gender Male 58 58
Female 42 42
Age Group Below 25 years 22 22
25 — 35 years 34 34
36 — 45 years 26 26
Above 45 years 18 18
Education Undergraduate 21 21
Graduate 48 48
Post-Graduate & Above 31 31
Occupation Student 16 16
Salaried Employee 47 47
Business/Self-Employed 28 28
Others 9 9
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Interpretation: The sample is reasonably balanced across
gender, with a slightly higher proportion of male respondents.
A majority of respondents (56%) fall in the 2545 age
bracket, and a large majority hold at least a graduate-level
qualification, indicating that the sample largely reflects
educated, working-age individuals who form the core segment
for stock market participation.

4.2 Awareness of Stock Market Instruments

Full Partiall Not

Instrument Awal)je Awarey Aware
Equity Shares 64% 27% 9%
Mutual Funds 58% 31% 11%
Initial Public Offerings (IPOs) 41% 35% 24%
Bonds/Debentures 33% 38% 29%
Derivatives (Futures & Options) 22% 29% 49%
Systematic Investment Plans (SIPs)]  52% 30% 18%

Interpretation: Awareness is highest for relatively simple
and widely marketed instruments such as equity shares,
mutual funds, and SIPs. Awareness declines sharply for more
complex instruments such as derivatives, where nearly half
the respondents reported no awareness at all. This confirms
that investor education initiatives have succeeded in building
basic awareness but have not sufficiently penetrated the more
technical segments of the market.

4.3 Sources of Investment Information

Source of Information Reslzg;lgfm ts Per::/:’l)t age
Financial Advisors/Brokers 24 24
Television & Newspapers 18 18
Friends & Family 21 21
Social Media/YouTube 26 26
Company Websites/Annual Reports 6 6
SEBI/Exchange Investor Programmes 5 5

Interpretation: Social media and YouTube have emerged as
the single largest source of investment information, narrowly
ahead of financial advisors, while friends and family remain
an influential informal channel. Notably, only a small fraction
of respondents referred directly to official investor-education
material from SEBI or the exchanges, suggesting that
regulatory outreach has yet to become a primary go-to source
for most retail investors.

4.4 Factors Influencing Investment Decisions

No. of Respondents Percentage
Factor Ranking it as Most
(%)
Important
Expected Returns 35 35
Safety of Principal 24 24
Liquidity 16 16
Tax Benefits 13 13
Advice of Friends/Family/Advisor 12 12

Interpretation: Expected returns emerge as the single most
important consideration for investors, followed by safety of
principal. This indicates a generally risk-conscious investor
base, though the relatively lower weightage given to liquidity
and professional advice suggests scope for greater emphasis
on portfolio planning and diversification.
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4.5 Challenges Faced by Investors

No. of [Percentage|
Challenge Respondents| (%) ’
Lack of adequate market knowledge 38 38
Fear of loss/high market volatility 27 27
Difficulty in understanding financial jargon 19 19
Lack of trustworthy advisors 10 10
High brokerage/transaction costs 6 6

Interpretation: Lack of adequate market knowledge is
identified as the foremost challenge, reaffirming the central
concern of this study, followed closely by fear of volatility
and difficulty in understanding financial terminology. These
findings reinforce the need for simplified, accessible investor-
education content.

Findings, Suggestions and Conclusion
5.1 Key Findings

e A majority of respondents are aware of basic stock
market instruments such as equity shares, mutual
funds, and SIPs, but awareness declines sharply for
more technical instruments such as derivatives and
bonds.

e Social media and digital platforms have overtaken
traditional sources such as newspapers and television
as the leading source of investment information,
particularly among younger respondents.

e Expected returns and safety of principal are the two
most important factors influencing investment
decisions, indicating a cautious but return-oriented
investor mindset.

e Lack of adequate market knowledge is the most
frequently cited challenge, followed by fear of
market volatility and difficulty in understanding
financial terminology.

e Awareness levels are noticeably higher among
younger, more educated, and salaried respondents
compared to older and less-educated respondents.

e Very few respondents directly access official
investor-education resources provided by SEBI or
the stock exchanges, indicating a gap in the reach of
regulatory outreach programmes.

5.2 Suggestions

e Investor-education programmes conducted by SEBI,
stock exchanges, and brokers should be simplified
and promoted more actively through the same digital
and social media channels that investors already trust
and use.

e Brokers and mutual fund distributors should provide
clear, jargon-free explanations of products before
onboarding new investors, rather than relying solely
on regulatory disclosures.

e Educational institutions should introduce basic
financial literacy and stock market modules at the
undergraduate level to build awareness early.

e Regulators should collaborate with credible financial
influencers and content creators to ensure that the
growing reliance on social media for investment
information is met with accurate and balanced
content.

e Investors themselves should be encouraged to
diversify their sources of information, cross-verify
advice, and avoid decisions based solely on tips or
trends.
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e  Simplified risk-profiling tools and calculators should
be made more widely available to help new investors
understand their own risk appetite before investing.

Conclusion

This study set out to examine the level of investor awareness
towards the stock market and the factors shaping investment
behaviour among individual investors. The findings suggest
that while basic awareness of common investment
instruments has improved considerably, gaps continue to
persist with respect to more complex products, risk
management, and investor protection mechanisms. The rise of
social media as a dominant source of investment information
presents both an opportunity and a challenge: it has the
potential to reach a wide audience quickly, but it also raises
concerns about the accuracy and reliability of the information
being consumed. Bridging the awareness gap requires a
coordinated effort from regulators, market intermediaries,
educational institutions, and investors themselves. A
financially literate investor base not only benefits individuals
through better financial outcomes but also contributes to the
overall stability and depth of the capital market. It is hoped
that the findings and suggestions of this study will serve as a
useful reference for strengthening investor-awareness
initiatives going forward.
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