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The investor plays a very important role in the Indian derivatives market, A survey is conducted to collect data relating to 
investors perception1. Factor consider for investment2, investors investment decision3 and risk management4, Respondents 
were classified into different categories based on socio-economic profile. This paper considers only factors considered for 
investment and other variable will publish forthcoming papers.  

Introduction
A traditional faith of investment assumption is that investors 
are strong beings who always attempt to maximize expected 
value based on their expectations of returns from investment. 
The individual investor consider the benefits of consuming to-
day against the benefits that may be gained by investing un-
consumed funds in order to enjoy greater utilization at some 
point in the future. 

To get the best out of investment, an understanding of hu-
man nature in financing perspective is required to consider 
number of factor in derivatives segments. To study the factor 
which is going to consider by investors for investment, the re-
searcher framed eighteen factors in the form of statements 
and same collected from the respondents. All the eighteen 
statements divided in the three dimensions such as market be-
haviour, index return and market volatility. The entire three di-
mensions were having significance influence for investing their 
money on derivatives market.   

Research Methodology
The primary data were used for the study. Data have been col-
lected through questionnaire. 402 respondents have been col-
lected from the derivatives investors of Tamilnadu and totally 
sixteen districts are selected for the data collection. Secondary 
data have also been used for the study. These data were col-
lected from newspapers, magazines and various research arti-
cles. 

Sampling Procedure
The investors who have invested in Indian derivatives market 
of Tamilnadu represent the population for the study. The sam-
ple respondents have selected from 16 districts of Tamilnadu 
by adopting probability sampling method.

According to the sample size determination, 402 respond-
ents were chosen from 16 districts (50%) out of 32 districts 
of Tamilnadu namely, Chennai, Coimbatore, Dharmapuri, Din-
digul, Erode, Kanchipuram, Karur, Krishnagiri, Madurai, Nam-
akkal, Salem, Thiruvallur, Triruppur, Tiruvannamalai, Trichy and 
Villupuram.  These sixteen districts were chosen by lot system.

Objectives of the study
1. To study investors considering the factor for investing in de-
rivatives market.

2. To study investor investment decision towards derivatives 
market.

Limitations of the study
The study is limited to 402 Investors

The study has been conducted to analyze factors considered 
for investment on derivatives market and other (perception, 
Investment decision and risk management) variable is not tak-
en for this paper.

The survey is conducted in only sixteen districts in Tamilnadu

Review of Literature
Giridhari Mohanta and Dr. Sathya Swaroop Debasish (2011) 
studied that investors invest in different investment avenues 
for fulfilling financial, social and psychological need. While 
selecting any financial avenue they also expect other type of 
benefits like, safety and security, getting periodic return or 
dividends, high capital gain, secured future, liquidity, easy pur-
chase, tax benefit, meeting future contingency etc.

E. Bennet, Dr. M. Selvam, Eva Ebenezer, V. Karpagam, S. Vani-
tha (2011) concluded that the average value of the five fac-
tors, namely, Return on Equity, Quality of Management, Re-
turn on Investment, Price to Earnings Ratio and various ratios 
of the company influenced the decision makers. 

Hoffmann and Post (2012) found that past returns positively 
impact investors’ return expectations and risk tolerance, and 
negatively impact their risk perception. 

Data Analysis and Interpretation
Structural equation modeling (SEM)

The researcher has put to test the conceptual representa-
tion of the relationships between the construct Investors 
Perception, Factors considered for investment, Investment 
Decision and Risk Management. The structural model devel-
oped represents the theory with a set of structural equa-
tions constructed with the above mentioned latent variables 
each captured with a set of observed variables.  This model 
has 2 latent variables each with a set of 8 observed varia-
bles.  
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Figure 1 SEM Module Construction 

Note: This paper considered only FIIB_F1: Market Behaviour, 
FIIB_F1: Index Return FIIB_F1: Market Volatility and other varia-
bles will be publish in another paper 

Having set the precursor to SEM, the model’s fit to the data is 
evaluated.  The researcher has used the same set of indices used 
to test model fitness under CFA. Chi-square statistic is a direct 
function of sample size and is based on the discrepancy between 
the sample moment and the fitted covariance matrix.  In our 
structural model, chi-square value of 68.032 with df = 24 and p 
= 0.000.  A significant chi-square suggests that the model does 
not fit the data and the measurement model should be reject-
ed (Bentler & Bonett, 1980).  So, an alternate estimate is used 
where chi-square is divided by its degrees of freedom, resulting in 
a lower value which is less sensitivity to the sample size.  

Parameter Estimates for Factor Influencing Investment 
Behaviour
The hypotheses were tested by examining the maximum likeli-
hood estimates, their standard errors and the associated criti-
cal ratio values.  The table given below indicates the unstand-
ardised weight, the standard error, critical ratios associated 
with the significance and the number of parameters estimat-
ed.  It is seen that all the hypotheses developed are support-
ed.  The SEM model has generated 16 parameters all in the 
direction hypothesized.  

Table 1 Testing of Hypotheses

Hypotheses
Hypothet-
ical Rela-
tionship

Results

H1: There is a positive impact on 
Factor Considering for invest In 
derivatives Market and Market 
Behaviour

Positive Confirmed

H2: There is a positive impact on 
Factor Considering for invest In de-
rivatives Market and Index return

Positive Confirmed

H3: There is a positive impact on 
Factor Considering for invest In de-
rivatives Market and Market Volatility

Positive Confirmed

Table 2 Regression Weights: (Group number 1 - Default 
model)

Factors 
Consid-
ered

Root Path Esti-
mate S.E. C.R. P

Market 
Behaviour <--- Factor Considering 

for investment 0.925 0.07 12.5 0.000

Index 
Return <--- Factor Considering 

for investment 0.926 0.07 12.5 0.000

Market 
Volatility <--- Factor Considering 

for investment 0.896 0.07 12.4 0.000

(Source: Primary Data)

Above table shows the regression co-efficient of the exogene-
ous variables. It is noted that the critical ratio of market be-
haviour, Index return and market volatility is above the table 
value and it is significant at 1 percent level. Among the se-
lected three dimensions all the variables have high influence 
towards invest in derivatives market in India. It noted that all 
three dimensions is plying vital role for investors investment 
on derivatives market.  

Table 3  Standardized Regression Weights: (Group num-
ber 1 - Default model)
Factors 
Considered Root Path Estimate

Market 
Behaviour <--- Factor Considering for 

investment 0.774

Index Return <--- Factor Considering for 
investment 0.689

Market 
Volatility <--- Factor Considering for 

investment 0.678

(Source: Primary Data)

The squared multiple correlation R2 is displayed in the table 
above. This value explains the amount of variance accounted 
for by the independent variables in the equation in the de-
pendent variable. It has been noted that 0.774, 0.689 and 
.678 respectively and squared multiple correlation given be-
low.  

Model Fit Summary-CMIN
The following table 4 portrays the CMIN for the “default 
model”. A significant Chi-square indicates satisfactory models 
fit.

Table 4 Model Fit Summary-CMIN

Model NPAR CMIN df P CMIN/df

Default Model 20 68.032 24 .000 2.83

Saturated Model 36 .000 0  .000  

Independence 
Model 8 1199.932 40 .000 30.0

(Source: Primary Data)

CMIN is a Chi-square statistics comparing the default model 
and the independence model with the saturated model. The 
table 4 reveals that the default model has been associated at 
2.83 percent with saturated model and other side, the inde-
pendence model has been associated at 30.0 percent with 
saturated model.

Root Mean Square Residue and Goodness-of-Fit Index
The Root Mean Square Residual (RMR) is the mean absolute 
value of the covariance residuals, which reflect the difference 
between observed and model-estimated covariance. 

Table 5 Root Mean Square Residue and Goodness-of-Fit 
Index

Model RMR GFI AGFI PGFI

Default Model 0.019 0.981 0.957 0.58

Saturated Model .000 1.000    

Independence 
Model 0.166 0.489 0.343 0.38

(Source: Primary Data)

Table 5 indicates that the model is good fit by the influence 
of RMR value 0.019. GFI (Goodness of Fit Index) refers to a 
fact that 98.1 percent has been fitted in default model for the 
proportion of variance- covariance matrix, on the other hand, 
48.9% fit in independence model.
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Baseline Comparisons 
The NFI, Normed Fit Index, also known as ∆ 1 was developed 
as the alternative to CFI, Comparative Fit Index, 

Table 6 Baseline Comparisons

Model
NFI RFI IFI TLI

CFI
Delta 1 Rho 1 Delta 2 Rho 2

Default Model 0.946 0.912 0.931 0.951 0.973

Saturated Model 1.000 1.000   1.000

Independence 
Model .000 .000 .000 .000 .000

(Source: Primary Data)

From table 6, it is noted that the evidence of NFI (0.946) and 
CFI (0.973) is greater than 0.8. It means the latent variables 
correlate with independent variables.

Summary 
First, the fact that AMOS output did not encounter any warn-
ing indicating a positive sign that the researcher will be able 
to estimate the model developed.  Second, the researcher 
found that several of the estimates of model fitness showing 
a good fit of the model.  Third, an examination of the param-
eter estimates reveals the absence of unreasonable estimates 
as indicated by the non-negative error variances.  Fourth, the 
vast majority of the parameter estimates and all the error var-
iance are significantly different from zero.  Fifth, the signs of 
the parameter estimates are consistent with the hypothesized 
relationships among the variables.  

Conclusion
This study has helped in throwing light on factors that creates 
an impact on investing activity of investors. Also this study has 
revealed that investing activity of investors is depending on 
market behaviour, index return and market volatility. Accord-
ing to the study it can be inferred that majority of investors 
considering above mention factors for invest on derivatives 
market.

References
1.	 Bentler, P.M., & Bonett, D.G. (1980).  Significance tests and goodness of fit 

in the analysis of covariance structures.  Psychological Bulletin.  88: 588 – 

606

2.	 Bryant, F. B., & Yamold, P. R. (1995). Prinicipal-components analysis and ex-

ploratory and confirmatory factor analysis. In L. G. Grimm & P. R. Yamold 

(Eds.), Reading and understanding multivariate statistics. Washington, DC: 

American Psychological Association.

3.	 Byme, B. M. (2001). Structural equation modeling with AMOS: Basic con-

cepts, applications, and programming. Mahwah, New Jersey: Lawerence Er-

lbaum Associates.

4.	 Cole, D. A. (1987). Utility of confirmatory factor analysis in test validation 

research. Journal of Clinical and Consulting Psychology. 55. 584-594.

5.	 Diamantopoulos, A. and Siguaw, J.A. (2000), Introducing LISREL. London: 

Sage Publications.

6.	 Hoyle, R. H., & Panter, A. T. (1995). Writing about structural equation mod-

els. In R. H. Hoyle (Ed.), Structural equation modeling (pp. 158-176). Thou-

sand Oaks, CA: Sage.

7.	 Hu, L., & Benter, P. M. (1999). Cutoff criteria for fit indexes in covariance 

structure analysis: Conventional criteria versus new alternatives. Structural 

Equation Modeling. 6(1). 1-55.

8.	 Kline, R. B. (1998). Principles and practice of structural equation modeling. 

New York: The Guilford Press.

9.	 Kline, R.B. (2005), Principles and Practice of Structural Equation Modeling 

(2nd Edition ed.). New York: The Guilford Press.

10.	 Lei, P and Wu, Q. (2007).  Introductino to Structural Equation Modelling: 

Issues and practical considerations.  Instructional Topics in Educational Meas-

urement.  

11.	 Martens, M. P. (2005). The use of structural equation modeling in coun-

seling psychology research. The Counseling Psychologist, 33, 269-298.

12.	 McDonald, R.P. and Ho, M.H.R. (2002), “Principles and Practice in Reporting 

Statistical Equation Analyses,” Psychological Methods, 7 (1), 64-82.

13.	 Tabachnick, B.G. and Fidell, L.S. (2007), Using Multivariate Statistics (5th 

ed.). New York: Allyn and Bacon.

14.	 Tucker, L. R., & Lewis, C. A. (1973). A reliability coefficient for maximum

15.	 likelihood factor analysis. Psvchometrica. 38. 1-10.

16.	 Wheaton, B., Muthen, B., Alwin, D., F., and Summers, G. (1977), “Assessing 

Reliability and Stability in Panel Models,” Sociological Methodology, 8 (1), 

84-136.

17.	 Giridhari Mohanta & Dr. Sathya Swaroop Debasish35 (2011) “A Study on 

Investment Preferences among Urban Investors in Orissa” Prerna Journal 

of Management Thought and Practice, ISSN: 0974 908X volume: 3 Issue: 1 

March 2011, pp 1-9

18.	 E. Bennet, Dr. M. Selvam, Eva Ebenezer, V. Karpagam, S. Vanitha54 (2011) 

Investors’ Attitude on Stock Selection Decision in International of Manage-

ment and Business Studies Vo l. 1 (2) , ISSN : 2330- 9519 (Online) | ISSN : 

2231-2463 (Print)

19.	 Nini, G., Smith, D.C., Sufi, A., 2012. Creditor control rights, corporate gov-

ernance, and firm value. Review of Financial Studies 25, 1713-1761.

20.	 Hoffmann, A. O. I. and Post, T. (2012), “What Makes Investors Optimistic? 

What Makes Them Afraid?” Working paper, Maastricht University and Net-

spar, The Netherlands, pp. 1-40. 


