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Abstract
Selection of a stock to invest is a very crucial decision. This decision is taken by an investor after
investigating or referring to the enough number of sources. Stock selection criteria depends upon
portfolio size of the investors also. The present study has been carried out to fulfill the three
major objectives. It finds out the sources of information of the investors that are referred by the
small investors in the stock market. It also finds the stock selection criteria and the differences
between the relative importance of stock selection criteria on the basis of portfolio size. The
present study is descriptive in nature. The study explores the investors’ behavior in terms of their
sources of information before investing in the stock market and their criteria for selecting a
particular stock. The sampling was a judgment sampling where only those investors were
selected who have invested More than 50,000 but less than 5,00,000 in the stock market. A
structured questionnaire was design to capture the responses of investors. The sample size of the
study was 200 respondents chosen from various age groups. The statistical tools applied were
mean and ANOVA for the purpose of data analysis.

Introduction:
Investment is the key of economic growth. People use their income in consumption and
saving. These savings are further put into some financial assets for appreciation. Investment
provides returns to the investor and at the same time it makes possible the mobilization of the
money form households to corporate, which makes it possible for them to grow and produce
more.
Investment is parking of funds (current) to earn benefits or securing growth in future can
be termed as Investments. It is a sacrifice from current income to gain returns at a later stage/date
(Jain, 2012). Investment is the action or process of investing money for profit. There are a wide
variety of investment avenues from safe to risky. Saving bank accounts, fixed deposits, bonds
and debentures come under the safe and risk free investment options, rather, mutual funds,
ULIPs are considered as diversified, balanced and moderately risky. Direct investment in stock
market and real estate are considered as risky investment.
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The selection of investment avenues depend upon a variety of factors such as risk profile
(whether the investor is risk taker or risk averse), his/her investment objectives (liquidity, capital
appreciation, capital preservation, monthly income etc.), age (youngsters are found more
aggressive and risk takers as compared to the elder ones). In the same line Collard (2009) found
in an empirical study that attitudes to risk depend on a wide variety of factors including age,
income and wealth, gender, marital status, personality, educational attainment, and level of
financial knowledge and experience. Investment objectives such as taxation planning also play a
great role in India in deciding the investment avenues. Most of the investment avenues chosen by
small investors are risk free, because they come under section 80 C of the Income Tax Act 1961,
and this section provide exemption of Rs. 1,50,000 on investment under the investment avenues
given under this section. Das (2006) found that not only investment but children‘s education
expenses also help to save tax under section 80C. Probably, that is why, because of having a
large number of options for saving tax people do not go for stock market investments.

1.2 Sources of Information for Investors:
In Indian, financial information is not more a word of mouth information and a matter of
discussion. However, there are a large number of sources and resources of information. But most
of them require a formal reading or discussion with the expert. Investors in the stock market
actually get knowledge from these sources before entering into the market as well also to earn
more returns. Some o the important sources are discussed below:


Books: Reading books on stock market trading and investment is a formal way of gaining
knowledge. In 2016, Nikhil Kamath discussed about the 10 best books on investments in
financial express including A Random Walk Down Wall Street Thinking fast and slow
Market Wizards and Buffett: The Making of an American Capitalist. Books give an indepth and comprehensive insight in the investment. Lot of beginners in the stock market,
who have opt a slow and steady way to invest and appreciate their funds go for books.



Online Information: Quick tips on stock market online are very popular. A large
number of traders take online tips to buy and sell products. These tips are of two types –
one is the quick tips on particular stock, which are provided on financial information
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websites like moneycontrol or rediffmoney etc. The other are provided in the form of
articles, blogs etc.


Discussion with Experts: The experts in stock market are seasoned investors, brokers
and those who have wide knowledge of finance. These experts are normally approached
in informal ways and also they may not charge from the small investors. They may be
contacted online or offline. Brokers always advise their stock market investors regarding
buying and selling of shares. Now days, in T.V. programmes also investors can contact
these experts and seek their help in investing into stock market.



Friends and Relatives: Generally those friends and releatives are contacted who have
some knowledge of investing in stock market or those who have been investing for some
time. Friends and relatives are purely informal sources of information. Sometimes they
are contacted just to give a moral support and on the doctrine of decision making that
‗two minds are always better‘.



Newspapers and Television and other media: Newspaper articles and news about
corporation and Television discussions and programmes and news regarding stock
market. The news and programmes are full of current information and give very useful
tips to those who are not only the steady investors but also speculators. Newspaper
articles give sometimes lifetime tips to the investors.

1.3 Criteria for Selection a Particular Stock:
The second most important aspect which will be addressed in this paper is the decision
criteria for investing in the stock market, particularly picking up a particular stock. Stock market
has always been known for liquidity, risk and returns. The criteria for selecting a particular stock
may be their price movements (including 52 weeks high – 52 weeks low) company‘s
performance, company‘s fundamental, availability of information, market confidence etc. The
present study empirically investigates all those possible criteria which contribute in an investors‘
selection of a particular stock. Theoretically we may focus on the following criteria:


Company’s Fundamentals: Fundamental analysis is one of the most regarded methods
of valuation of a stock and selection criteria. Analysis of company‘s fundamentals
includes company‘s revenues, profits, future profits, business models and other
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fundamental factors. If a company is earning good and its business model seems to be
sustainable in the future, its stock may be considered as good investment option.


Technical Aspects: Technical aspects mean the historical price movements. The
fundamental assumption behind technical analysis is ‘history repeats itself’. Investors
under technical aspects see the numerical such as ups and downs of the shares, 52 weeks
high and low of the share, technical charts etc. to decide that which share is to be
purchased.



Market Sentiments: Market sentiments are again very important criteria for many,
specially those who do not have knowledge and resources for conducting fundamental
and technical analysis. This is suitable for small investors and speculators. The investor
with the help of market sentiments move along with the market. He enters or buys when
the sentiment is going up and take exit when the sentiments seem negative.



Experts’ Views: Experts view is generally a last resort but sometimes very important for
the steady investors. Steady investors stay in the market and do not buy and sell on the
basis of quick market changes or sentiments.

1.3 Literature Review:
Stock market investments in India are considered as investment avenues for selected and
highly proficient investors. Not everybody who invests in fixed deposits or public provident fund
invest in the stock markets. Though people who invest, they are also not many a times proficient
in finance and stock market, but they take help of their brokers and advisors before investing,
buying and selling the stocks.
Bashir T. (2013) found that accounting information, self-image/firm image, personal
financial needs, neutral information and advocate recommendation are the important sources of
information that are referred by the investors. And out of all variables the most influencing 6
items by the order of importance were dividend paid, reputation of firm, feelings for a firm‘s
products and services, get rich quick, firm's involvement in solving community problems, and
firm‘s status in industry related to firm‘s image/self-image and accounting information.
Farj et. al (2016) found that corporate financial reports are less useful as the basis for
investment decision making, most of the respondents found it to be useful information. In
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particular, Libyan investors prefer firstly to take pieces of advice from brokers as a basis to
assess their investment decisions then looking at corporate financial reports. This result may
reflect the inadequacy in the disclosures in corporate financial reports in terms of quantity and
quality.
Bhatt (2013) found that investors tend to look at the Return – the potential return
possible from investment; Risk- the variability in returns from an investment in avenues due to
value going up and down or market fluctuations; Liquidity – the ease with which the investment
can be converted into cash. Based on the preferred risk, return and liquidity each individual
selects investment avenues that match with his investment objectives. It is found during the study
that, occupation, age, education does affect the investment decision of individuals dealing in
stock market. It was also found that new generation investors (whose age is less than 35) prefer
online trading rather than off line.
Schaefer (2016) gives a simple and fundamental tip to the investors in the stock market that they
should purchase it at a low price and sell it at a high price. Though stock markets are not sure
and one should get familiar with them with the passage of time. An experienced investor can do
a better job than a novice however the rules of game remain same for both.
Hamm (2015) advised that on should not ever think that investing in stocks is must.
They‘re just one option that happens to change enough all the time that it generates news. Many
other investments are more stable and quiet, meaning they aren‘t talked about nearly as much.
Krishnamoorthi C. (2009) explored that irrespective of the developments in the capital
market/economic conditions, investors like to invest regularly and this investment behavior is
highly related to educational background. Their occupation, reading habit of investment news
and the time taken for investment decision making process also plays a great role choosing
investment.
Benzinga Insights (2012) suggested some tips to select a particular stock, such as the
company whose business model is simple, companies who are best in breed, long term healthy
past performance, avoid small caps and go for mid-cap and large cap companies and focus on the
companies that pay dividend.
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Market Watch (2012) suggests some ways to select the stocks. Popular criteria are
looking towards the revenue growth, checking the bottom line, knowing how much debt the
company has, finding a dividend. It also suggests that do not buy on price along, do not rely too
much on analyst recommendations, do not be surprised by volatility and do not also forget to
sell.
Zweig and Graham (2003) found that earnings growth which may be reflected in
measures like the Prospective Earnings Growth (PEG) ratio. The PEG ratio is a projected oneyear annual growth rate, determined by taking the consensus forecast of next year‘s earnings,
less the current year‘s earnings, and dividing the result by the current year‘s earnings.
Baker (2007) studied about the investor sentiment and found that investor sentiment
approach faces a number of challenges: characterizing and measuring uninformed demand or
investor sentiment; understanding the foundations and variation in investor sentiment over time;
and determining which particular stocks attract speculators or have limited arbitrage potential.
2. Objectives of the Study:
The present study has following two objectives:
1. To find out the most important sources of information for investors who invest in the
stock market.
2. To find out the Stock Selection Criteria for Small investors investing in the Stock Market.
3. To find out the differences between the relative importance of stock selection criteria on
the basis of portfolio size.

3. Methodology:
The present study is descriptive in nature. The study explores the investors‘ behavior in
terms of their sources of information before investing in the stock market and their criteria for
selecting a particular stock. The sampling was a judgment sampling where only those investors
were selected who have invested less than 5,00,000 in the stock market. A structured
questionnaire was design to capture the responses of investors. The sample size of the study was
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200 respondents chosen from various age groups. The statistical tools applied were mean and
ANOVA for the purpose of data analysis.

4. Data Analysis and Interpretations:
4.1 Demographic profile of the Investors:
Table 1 Gender Profile of the Investors
Category

No. of Respondents

% age

Male

178

89

Female

22

11

Total

200

100

Table 1 presents the Gender profile of the respondents. There were 200 respondents in total. Out
of them 178 are males (89%) and 113 are females (11%). In Indian context most of the times,
critical financial decisions are taken by males. Stock market investments are indeed risky
decisions hence they are less females in the study as compared to males.
Table 2 Age Profile of the Investors
Category

No. of Respondents

% age

Below 25

23

11.5

25-45

117

58.5

Above 45

60

30

Total

200

100

Table 2 presents the Age profile of the respondents. Out of 200 respondents 23 are Below 25
(11.5%), 117 belong to the age category of 25 - 45 (58.5%) and 60 are above 45 (30%).

Table 3 Marital Status
Category

No. of Respondents

% age

Single

87

43.5

Married

113

56.5
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Total

200

100

Table 3 presents the Marital Status profile of the respondents. Out of 200 respondents, 87 were
single (43.5%) and 113 were Married (56.5%).

Table 4 Occupation of the Respondents
Category

No. of

% age

Respondents
Salaried

114

57%

Self Employed/Business

65

32.5%

Professionals

21

10.5%

200

100

Total

Table 4 presents the Occupation of the Respondent. Out of 200 respondents 114 are Salaried
(57%) and 65 (32.5%) are Self Employed/Business and 21 (10.5%) are Professionals.
Table 5 Income of the Respondents
Category

No. of

% age

Respondents
Below Rs. 50,000 Per Month

54

27

Rs. 50,000-1,00,000 Per Month

88

44

Above Rs. 1,00,000 Per Month

58

29

200

100

Total

Table 5 presents the Income of the respondents. Out of 200 respondents 54 are Below Rs.
50,000 Per Month (27%), 88 are in the category of Rs. 50,000-1,00,000 Per Month (44%) and 58
are Above Rs. 1,00,000 Per Month (29%).

Table 6 Portfolio Size
Category

No. of
Respondents
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% age

50,000 – 1,00,000 Per Year

66

33

1,00,000 to 3,00,000 Per Year

89

44.5

3,00,000 – 5,00,000 Per Year

45

22.5

200

100

Total

Table 6 presents the Portfolio Size of the respondents. Out of 200 respondents, 66
invest 50,000 – 1,00,000 Per Year (33%), 89 invest 1,00,000 to 3,00,000 Per Year (44.5%) and
45 invest 3,00,000 – 5,00,000 Per Year (22.5%).

4.2 Sources of Information for Investors:

Sl No.

Source of Information

Mean

Standard

value out

Deviation

of 5
1

Books on stock market investment

2.44

.671

2

Newspaper/ Online articles

3.23

.882

3

Online information through blogs / websites

4.11

.754

4

Information provided by Financial Websites

4.51

1.103

in form of real time updates
5

YouTube Videos

2.68

.659

6

Interview of experts in any form –

3.14

.741

3.52

.777

Print/Audio/Video
7

Watching exclusive T.V. shows on Stock
Market Investment

8

Stock market News

4.17

.782

9

Friends and Relatives or fellow investors

4.41

1.227

10

Brokers / Wealth Mangers etc.

3.72

1.083

The sources of information have been found in table 7. The most important source of
information have been found as Information provided by Financial Websites in form of real time
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updates (mean value 4.51) followed by Friends and Relatives or fellow investors (4.41), Stock
market News (4.17), Online information through blogs / websites (4.11), Brokers / Wealth
Mangers etc. (3.72) and Watching exclusive T.V. shows on Stock Market Investment (3.52).

Rest of the variables namely Newspaper/ Online articles, Books on stock market
investment, YouTube Videos and Interview of experts in any form – Print/Audio/Video have not
been found that much important as source of information for the investors in the stock market.

Table 8 Stock Selection Criteria
Sl No.

Source of Information

Mean value

Standard

out of 5

Deviation

1

Company‘s current Revenues and Profits

3.86

.891

2

Company‘s future Revenues and Profits

3.99

.775

3

Company‘s Business Model

3.41

1.144

4

Company‘s other fundamentals

3.27

1.101

5

Real time Price movements

4.28

.994

6

Technical Charts

4.18

.867

7

52 weeks high 52 weeks Low

4.51

.697

8

Market Sentiments

4.43

.846

9

Recommendations by Experts

4.06

.853

10

Recommendations by Financial Websites

3.91

.741

The stock selection criteria for investors are mainly related to the technical aspects and
market fundamentals. 52 weeks high 52 weeks Low has come out to be the most important
aspect with mean value of 4.51 followed by Market Sentiments with mean value of 4.43, Real
time Price movements with mean value of 4.28, Recommendations by Experts with mean value
of 4.06, Technical Charts with mean value of 4.18 and Company‘s future Revenues and Profits
have got a mean value of 3.99. Small investors do not very highly consider the fundamental
aspects while selecting a stock. Company‘s current Revenues and Profits also plays an important
role in stock selection criteria (mean value 3.85).
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Portfolio Size and Stock Selection Criteria:

In the present study it was also investigated that whether there is any difference among
the various categories of investors (based on their portfolio size) and their stock selection
criteria. For this purpose ANOVA was applied since there are three categories of portfolio sizes.

Table 9 ANOVA for Comparison among Various Categories of Portfolio Size
Sum of

df

Squares
Company‘s current Revenues
and Profits
Company‘s future Revenues
and Profits

Between Groups

Company‘s other

2

.050

Within Groups

61.900

197

.314

Total

62.000

199

Between Groups

32.953

2

16.476

Within Groups

259.767

197

1.319

Total

292.720

199

.033

2

.017

Within Groups

64.987

197

.330

Total

65.020

199

.253

2

.126

fundamentals

Within Groups

120.227

197

.610

Total

120.480

199

2.074

2

1.037

Within Groups

354.306

197

1.799

Total

356.380

199

.711

2

.356

Within Groups

64.069

197

.325

Total

64.780

199

Between Groups

9.313

2

4.656

191.042

197

.970

200.355

199

Between Groups

Between Groups
Real time Price movements

Between Groups
Technical Charts

52 weeks high 52 weeks Low Within Groups
Total
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F

Sig.

.159

.853

Square

.100

Between Groups
Company‘s Business Model

Mean

12.495 .000

.051

.951

.207

.813

.577

.563

1.093 .337

4.801 .009

Between Groups
Market Sentiments

Recommendations by
Experts

Recommendations by
Financial Websites

.105

2

.052

Within Groups

142.650

197

.724

Total

142.755

199

Between Groups

53.402

2

26.701

Within Groups

117.953

197

.599

Total

171.355

199

Between Groups

32.376

2

16.188

Within Groups

343.604

197

1.744

Total

375.980

199

.072

.930

44.595 .000

9.281 .000

Table 9 shows the ANOVA results for difference among the various categories of investors
(based on their portfolio size) and their stock selection criteria. Significant difference were found
for the aspects such as - Company‘s future Revenues and Profits, 52 weeks high 52 weeks Low,
Recommendation by Experts and Recommendations by Financial Websites. The one to one
comparison has been done through comparative mean values. These values are given in the table
10.

Table 10 Comparative Mean for Stock Selection Criteria of Different Investors
50,000 to 1,00,000 to 3,00,000 Total
1,00,000

3,00,000

5,00,000

Signi-

Per Year

Per Year

Per Year

ficance

Company‘s current Revenues and Profits

3.75

3.94

3.88

3.86

N.S.

Company‘s future Revenues and Profits

3.49

3.92

4.55

3.99

Sig.

Company‘s Business Model

3.37

3.55

3.32

3.41

N.S.

Company‘s other fundamentals

3.20

3.27

3.33

3.27

N.S.

Real time Price movements

4.15

4.44

4.25

4.28

N.S.

Portfolio Size
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Technical Charts

4.31

4.21

4.03

4.18

N.S.

52 weeks high 52 weeks Low

4.90

4.44

4.18

4.51

Sig.

Market Sentiments

4.26

4.38

4.66

4.43

N.S.

Recommendations by Experts

4.56

4.16

3.47

4.06

Sig.

Recommendations by Financial Websites

4.47

4.11

3.13

3.90

Sig.

Table 10 shows the comparative mean values for all the aspects of Stock selection
criteria. Out of 10 selection criteria, 6 have been found equally important for all the 3 categories
of investors on the basis of their portfolio size. It was found that the mean value of smaller
investors is less for fundamental aspect such as Company‘s future Revenues and Profits and also
for Recommendations by Experts. For these two aspects investors with bigger portfolio size have
less mean value, hence these two criteria are not so important for them. However, for technical
aspects such as 52 weeks high 52 weeks Low and Market Sentiments, the mean values of those
investors are high who have small portfolios and those who have large portfolios, they have
lesser mean values.

Findings and Conclusion:
The present study has been carried out to fulfill the three major objectives. It finds out the
sources of information of the investors that are referred by the small investors in the stock
market. It also finds the stock selection criteria and the differences between the relative
importance of stock selection criteria on the basis of portfolio size. It was found from the study
that the most important sources of information are Information provided by Financial Websites
in form of real time update, Friends and Relatives or fellow investors, Stock market News,
Online information through blogs / websites, Brokers / Wealth Mangers etc. and Watching
exclusive T.V. shows on Stock Market Investment.
Major stock selection criteria are 52 weeks high 52 weeks Low has come out to be the
most important aspect, Market Sentiments, Real time Price movements, Recommendations by
Experts, Technical Charts and Company‘s future Revenues and Profits. Investors with small
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portfolio do not very highly consider the fundamental aspects while selecting a stock. They
consider technical aspects and market sentiments more as a stock selection criteria.
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