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Abstract:

We find the determinants of investor sentiment based on stock market proxies in many empirical studies. However, until date no study undertakes investor sentiment antecedents developed from primary survey measures by constructing an investor sentiment index. We fill this research gap by first developing an investor sentiment index (ISI) for the Indian retail investors and then examining the macroeconomic and policy-specific factors’ impact on the investors’ sentiment. We construct the ISI by using the mean scores of eight statements as formulated based on popular direct investor sentiment surveys undertaken throughout the world. Then, we employ the multiple regression approach overall and for top and bottom 20% investors based on the responses of 576 respondents on twenty-four statements (proxying nine study hypotheses) collected in 2016. We also study the demographic classification based investors’ sentiment to make our results more broad-based and robust. Our overall study results prove that on a broader perspective, current and future macroeconomic fundamentals of the Indian economy drive Indian retail investors to invest in the stock market. The phases of economic cycle, lower rate of inflation and/or interest rate, sound regulatory environment, monetary policy have significant positive impact on investors’ sentiment. On the other hand, commodity prices and fiscal policy influence Indian retail investors negatively. It is also intriguing to find that the GDP/IIP growth numbers drive retail investors in clusters (i.e. top and bottom 20%) negatively, but overall for not all Indian investors have any significant influence. Our results will have implications for Indian investors, brokers/investment consultants, regulators and others associated with the stock markets in general.
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Introduction:

Keynes (1936) in his ‘General Theory of Employment, Interest and Money’ portrays the significance of investor sentiment first in the ‘prospective yield of an asset’. He believes that human emotions play a large part in economic activity and asserts that ‘animal spirits’ drive stock market investments. Recently, Akerlof and Shiller (2009) also state – “to understand how economies work and how to manage them and prosper, we must pay attention to the thought patterns that animate people’s ideas and feelings, their animal spirits. We will never really understand important economic events unless we confront the fact that their causes are largely mental in nature”. 

In one of the earliest empirical studies, Bosworth et al. (1975) observe that both economists and stock market practitioners consider stock market as the leading indicator of economic activity. However, empirical researchers by decomposing the stock price movements, put a critical course of debate in recent years on the weakening link between stock market returns and real economic activity in developed economies during the market boom in the 1990s (Binswanger, 2004; Laopodis, 2010). In addition, García-Feijóo and Jorgensen (2010) and Rytchkov (2010) find that the economic variables they use to proxy aggregate economic conditions do not have reliable association with the state of the economy, which makes it even more difficult to interpret their results. Following such inconsistent and unreliable relationships between real economic fundamentals and stock market prices, it becomes imperative to ask - do retail investors’ sentiment in any way is influenced by macroeconomic fundamentals, policy-specific (including regulatory environment) factors?

However, empirical research until date does not convincingly suggest how one can define and measure ‘investor sentiment’ properly. Baker and Wurgler (2006) observe that it is no longer the question whether sentiment affects stock prices or not, but rather “how to measure investor sentiment and how to quantify its effects”. The theory of investor sentiment tries to provide answers to these questions (Burghardt, 2011), however, with limited and contextual success. Therefore, it is extremely critical to define what we mean by ‘investor sentiment’ here before constructing our investor sentiment index [ISI]. 
Barberis et al. (1998) present an investor sentiment model to exhibit how investors frame beliefs about expectation of future earnings. Brown and Cliff (2004) find strong relationships between many empirically cited indirect measures of sentiment to direct measures (surveys) of investor sentiment. We however here like and follow Shleifer (2000) who defines ‘investor sentiment’ as heuristic behavior based belief or rules of thumb rather than Bayesian rationality in making own investment decisions. Zhang (2008) observe “any erroneous beliefs that individuals have about an economic variable, such as asset prices”. Lee et al. (1991) point out that “part of their expectations about the returns of assets which are not justified by economic fundamentals”. In line with above we define ‘investor sentiment’ as follows – investor sentiment is the heuristic behavior based erroneous belief about an economic variable i.e. stock market prices, based on individual expectations from current and future macroeconomic fundamentals, regulatory contexts and policies, backed by demographics, use of intellect for information processing (i.e. Bayesian updating), and attitude and approach.

Empirical literature in relation to retail investors’ sentiment until date also does not deal with in detail the problems of quantifying investor sentiment and then examining the possible macroeconomic and policy-specific drivers for such sentiment. However, few empirical studies use secondary market or publicly available data (Baker and Wurgler, 2006; Baker et al., 2012; Huang et al., 2015) or online ticker searches or internet message postings (Joseph et al., 2011, and Kim and Kim, 2014) to develop an investor sentiment index. Then they use this index to predict future market returns or cross-sectional stock returns or the relationship with such returns mostly in the US and sometimes in other countries (see Chen et al., 2010; and Corredor et al., 2013) country-contexts. However, no study till date use survey data to construct an investor sentiment index and then use its mean scores to investigate the macroeconomic, regulatory and policy-specific determinants driving such investors’ sentiment through the methodology of multiple regression models. Therefore, our study fills the existing research gaps in all these regards. 
More specifically, we attempt to quantify investors’ sentiment initially with the construction of a direct survey measure of investor sentiment (i.e. the ISI). Then we test it with the macroeconomic, policy-specific (including regulatory environment) drivers, as proxied by the regulatory framework of the market and strong macroeconomic fundamentals (GDP/IIP growth numbers, interest rate, inflation, exchange rate, liquidity, commodity prices, etc.) and monetary and fiscal policy shocks respectively, influencing such investors’ sentiment. Thus, here we want to investigate the driving factors/antecedents for the Indian retail investors, which influence them to invest in the stock market.  
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To fulfill our objectives, we first develop the ISI for the Indian retail investors with eight close-ended 5-point Likert scale type questions based on well-known consumer and investor sentiment indices (discussed in methodology). We also prepare and run a twenty-four statements questionnaire based on our hypotheses developed in line with existing empirical studies among the 576 respondents who are actively investing in the Indian stock market selected on a stratified random basis but keeping heterogeneity factor in mind. We collect data during 2016 in which Indian stock market is steady. Table 1 presents that the benchmark indices, their PE and price-to-book value (PBV) ratios and market capitalizations, cash turnovers, etc. all have increased from the earlier year to study year (i.e. 2016). It is also evident from Table 1 that annualized volatility has decreased significantly during the same period. Also, SEBI (Annual Report, 2016-17) point out that in 2016-17, volatility in Indian benchmark indices NIFTY 50 and S&P BSE Sensex was 12.3 and 12.1 per cent (see table 1) respectively, which was substantially lower as compared to other emerging market economies. Therefore, the Indian market is steady during the study period. The data in table 1 also substantiates that though sometimes volatility may creep in Indian stock market like that in 2007-09 during international crisis periods, but, overall due to its increasing trend of development the Indian stock market always attract own and international investors’ attraction. Therefore, there is no scope of extreme investors’ sentiment in either ways.       

We contribute to the existing literature specifically in three ways. Firstly, we try for the first time in an emerging market context to develop an investor sentiment index by a direct survey approach based on internationally validated survey questions. Study results will generalize the macroeconomic and policy-specific drivers in-depth in influencing Indian retail investors’ investment decisions in the stock market and one can use in other emerging market contexts. Secondly, we prove that in Indian context the phases of economic cycle, lower rate of inflation and/or interest rate, sound regulatory environment, the monetary policy, and current and future macroeconomic fundamentals of the Indian economy on an overall basis drive retail investors’ sentiment positively. However, rises in commodity prices and the fiscal policy negatively influence Indian investors. It is also intriguing to find that GDP/IIP growth numbers do not have any significant influence to drive investors to invest in the stock market. Lastly, earlier studies (e.g. Baker and Wurgler, 2006; Chen et al., 2010, etc.) use the principal components analysis to construct the investor sentiment index from secondary data mostly for the US. But, our study for the first time use primary data to construct an investor sentiment index (ISI) and then use multiple regression methodology to investigate the macroeconomic and policy-specific drivers of investors’ sentiment in an emerging market context i.e. India.      
We organize the remaining portion of our paper as follows - the next Section talks about the literature review, Section 3 depicts data and detailed methodology, Section 4 talks about the results followed by discussions and conclusion in Section 5, followed by references. 

Literature review and hypotheses developed:

As pointed out in the introduction section of this paper, there is strong debate about the probable influence of overall macroeconomic fundamentals and/or individual components’ impact on retail investors’ sentiment especially in the developed markets. However, studies of Al-Tamimi (2005); Edmans et al. (2007); Sultana and Pardhasadhi (2012); and Chattopadhyay and DasGupta (2015) provide strong evidences that the optimism reflected in generic non-economic proxies of investors’ behaviour is positively correlated with the optimistic beliefs about current macroeconomic fundamentals and future economic conditions. Thus, our first hypothesis is:

“Overall strong current macroeconomic fundamentals and rising expectation about future economic conditions positively drive retail investors’ sentiment to invest in the Indian stock market”.

Bordo et al. (2006) point out that economists claim that financial (stock) markets process information efficiently. Accordingly, bull periods in stock markets generally occur during periods of above-average economic growth and below-average inflation. Such periods typically end when the regulator tightens monetary policy in response to rising inflation. They also find that economic booms and bull periods in stock markets typically arise when interest rates are low and/or falling, and end following increases in policy rates by the regulator. Thus, our second hypothesis is:

“Boom phases of economic cycle and its cause-effect relationships with stock market cycles positively drive retail investors’ sentiment to invest in the Indian stock market”.

The impact of real macroeconomic variables on aggregate equity returns has been difficult to establish. However, many empirical studies highlight the influence of individual macroeconomic parameters on stock prices. Amongst these, one of the strongest influencing factors driving retail investors’ sentiment internationally is the GDP/IIP growth numbers. Studies of Bennet et al. (2012); Flannery and Protopapadakis (2002); Sehgal et al. (2009); Simpson (2013); etc. prove this point. Thus, our third hypothesis is:

“GDP/IIP growth positively drives retail investors’ sentiment to invest in the Indian stock market”.

Low inflation and/or interest rate scenario is another significant driver of retail investors’ sentiment. All the above studies document this fact. High inflation means higher consumer prices, which most often slows sales and reduces firms’ profits. Higher prices would also often lead to higher interest rate regime. For example, the regulator may raise interest rate to slow down inflation. These changes would tend to bring down stock prices and thereby negative investors’ sentiment arises. Additionally, during high interest rate regime, investments that pay interest tend to be more attractive to investors than stocks. Thus, our fourth hypothesis is:

“Low inflation and/or lower interest rate positively drive(s) retail investors’ sentiment to invest in the Indian stock market”.  
Bordo et al. (2006) observe that stock market booms generally occur during periods of above-average economic growth and below-average inflation, and such booms typically end when monetary policy is tightened (by raising interest rate) in response to rising inflation. Thus, during low inflation and/or interest rate regimes money supply and thereby liquidity in the economy grows which stimulates investors to invest in the markets (see Flannery and Protopapadakis, 2002; and Sehgal et al., 2009). In addition, due to interest rate and/or inflation differentials, foreign investors bring money to domestic markets, which raise the exchange rate of domestic currency in terms of the foreign currency. In addition, many Indian companies buy and sell products and/or providing services from/to other countries and/or foreign clients. If the US dollar rises/falls, they will spend/get more. This can drive down purchases/sales, which in turn can lead to lower stock prices. Thus, exchange rate of Indian rupees especially in terms of US$ is very critical in influencing investors’ sentiment for the above reasons. Thus, our fifth hypothesis is:

“Rising exchange rate, money supply and liquidity positively drive retail investors’ sentiment to invest in the Indian stock market”.

When the price of gold rises, news spreads quickly and the attention of many people focuses at that moment on gold (Shen et al., 2017). Everyone is hoping to make some profit, and they are convinced that gold is the best investment for them at that moment. If moods are exuberant, more and more people pile in to buy and the price keeps rising. Positive information emerges from the market, which encourage more investors to buy gold, which in turn causes the price to increase. This approach can also be true about silver and/or crude oil; etc. In all such cases, it creates a negative liquidity flow from the stock markets. Thus, our sixth hypothesis is:

“Rising commodity prices negatively drives retail investors’ sentiment to invest in the Indian stock market”.

Many policy-specific (including regulatory decisions) also influence the macroeconomic scenario and the Indian stock market. Bordo et al. (2006) points out that various domestic financial regulations, such as, margin requirements and ownership restrictions also affect the observed associations between stock prices, and macroeconomic conditions and monetary policy. Therefore, regulatory framework of a financial market does have a strong bearing on investors’ sentiment especially the legal provisions relating to corporate governance, investor protection and grievance redressal mechanisms (Sehgal et al., 2009). Sachithanantham et al. (2007) studies the relationship between capital market reforms and amount of money invested by the investors and find that the educative reforms and attractive reforms are statistically significant, but have negative influence over money invested by the investors in the Indian capital market. However, we hypothesize that adequate knowledge of government and SEBI regulations, monetary and fiscal policy (see Shanmugam, 1990) make Indian retail investors enough knowledgeable and thereby drive their sentiment in the positive environment. Thus, our seventh hypothesis is:

“Sound regulatory environment positively drives retail investors’ sentiment to invest in the Indian stock market”.

As pointed out by Shanmugam (1990), the monetary and fiscal policies are also critical drivers of retail investors’ sentiment, which are the results of sound regulatory framework. Bernanke and Kuttner (2005) observe that an unexpected increase in the fed funds rate leads to a decrease in stock returns. Lutz and Welcome (2013) also find that a surprise monetary policy shock leads to a decrease in investor sentiment even after controlling for equity market fundamentals and returns. However, Basistha and Kurov (2008) find that the reaction of stocks to monetary news is much stronger in recessions and in tight credit market conditions than in good economic times. Thus, our eighth hypothesis is:

“Sound monetary policy positively drives retail investors’ sentiment to invest in the Indian stock market”.

Fiscal policy stances can also influence stock market performance. Fiscal policy used in a Keynesian manner can support aggregate demand, boosting the economy and potentially driving stock prices higher. In contrast, classical economic theory focuses on the crowding out effects of fiscal policy in the market for loanable funds and of the productive sectors of the economy. Hence, fiscal policy can potentially drive stock prices lower through the crowding out of private sector activity. Furthermore, from a Ricardian perspective (Barro, 1974; 1979) fiscal policy is impotent and as such will have no effect on stock markets. Another very critical factor is the fiscal budget that the Government of India (GOI) announces annually. The individual taxation policy (high tax rate low disposable income, etc.) and indirect tax rates (Goods and Services Tax [GST] now) included in such budget are also influential in this regard. Thus, our ninth and final hypothesis is:

“Sound fiscal policy positively drives retail investors’ sentiment to invest in the Indian stock market”.

Research methodology:

Sample and data collection:

Research methodology provides us the framework for data collection and analysis (Ghauri and Gronhaug, 2010; and Bryman and Bell, 2007). Here, we employ a cross-sectional design to formulate the investor sentiment index (ISI) and thereafter investigate the broader macroeconomic and policy-specific (including regulatory environment) sentiment drivers of the Indian retail investors. This is because such a design fits the nature of this study to describe a common trend of investors’ sentiment drivers and as we collect data in a single time i.e. during 2016 and not in different stages (see Bryman and Bell, 2007). We conduct structured interviews face-to-face to collect the required data. However, in some cases, we deliver the questionnaire by mail to that respondent and receive right after he/she completes it (in line with Saunders et al., 2009). We undertake this process for all 576 respondents selected based on stratified random sampling technique with due consideration of heterogeneity in mind. In addition, Saunders et al. (2009) observe - the larger the sample size is, the more representative it can be, thus, the more reliable the result is. 
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We construct our structured questionnaire
 into three parts - demographic and personal information, 8 statements forming ISI and 24 statements in relation to broader macroeconomic drivers of retail investors’ sentiment as here we undertake composite scores for different dimensions under each driver. In the part of demographic and personal information (see table 2), nominal (gender, marital status, etc.) and ordinal (age, monthly income level, etc.) measurements are used. We use nominal scales to classify sample respondents while ordinal scales are necessary for us for both classifying and ranking order of the respondents or observations (Ghauri and Gronhaug, 2010). For the second and third part, we use the most widely used 5-point Likert scale to ask the Indian retail investors (see Fisher, 2010) to form their individual ISI scores and put their opinions about the broader macroeconomic and policy-specific drivers represented by total 32 statements. In this questionnaire survey, the sample respondents are asked to rate each item on a 1 (strongly disagree) to 5 (strongly agree) point scale indicating the extent to which they think each of the item (representing different drivers) is likely to influence the individual retail investors’ decision to invest in the Indian stock market. 

We pretest the survey questionnaire with 50 retail investors during late 2015 to ensure the meaning and wording of the questions and then adjusted accordingly before the final survey. In the final survey, the sample size initially covers 750 heterogeneous retail investors. However, only 576 of them (i.e. 76.8%) responded with all answers who are ultimately the study respondents here. 

Development of the ISI:
Behavioral finance literature provides us two measures of ‘investor sentiment’ - a direct measure based on surveys (see e.g. Brown and Cliff, 2005) and an indirect measure developed with the use of market-related implicit sentiment proxies (see e.g. Baker and Wurgler, 2006; Baker et al., 2012; and Brown and Cliff, 2004).

We here opine that although a measure of investor sentiment based on survey results is subject to response biases and methodological issues, but can best capture what we think of as ‘investor sentiment’. This is so as we define investors’ sentiment as the erroneous beliefs of Indian retail investors relative to the benchmark of fundamental value and Bayesian updating which implies two principal components - an individual’s subjective beliefs and the objective benchmark of fundamental value (in line with Brown and Cliff, 2005). Therefore, it is natural to quantify the first principal component of personal beliefs of them by asking the investors themselves what they believe the economy or stock market will be like in each future period and their market actions accordingly. In effect, we can definitely use the responses to our well-developed 8 statements to construct the measure of sentiment i.e. the investor sentiment index (ISI).

In addition, our survey is in line with Montgomery Investor Sentiment Survey (2016) conducted for Australian investors and Yale School of Management’s Stock Market Confidence Index (refer www.icf.som.yale.edu/financialdata/ confidence index/) survey which are careful not to ask respondents about their precise expectations for the future. This is because there is documentary evidence that most people do not in fact have precise estimates for future changes over specific time-horizons, rather when asked for numerical values merely make them up to please the interviewer (Shiller, 2000). In addition, unlike the Michigan (1978) survey, the Yale survey focuses exclusively on forward-looking beliefs. It also asks about expectations for the stock market, rather than the economy in general. Therefore, our 8 survey questions and subsequent formation of the ISI is robust in nature.                

Multiple regression model:

We use multiple regression analysis (Gujarati, 2005) to test our hypotheses about the existence of causal effects, to estimate the strength of those effects, and to compare the strength of effects across groups (Stolzenberg, 2004). We estimate multiple regression equations for the overall sample and for top and bottom 20% investors as classified by their ISI scores. We use the following set of nine independent variables, i.e., current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth percentage (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), sound regulatory environment (REGENV), sound monetary policy (MOPOL) and sound fiscal policy (FISPOL), to examine their influence on Indian retail investors’ sentiment (represented by the ISI scores). In the regression model, we also incorporate age (AGE), gender (GENDER) (a dummy variable), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), monthly income level (INCOL), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) (in %) from the stock market as instrumental/dummy variables. We check for the assumptions of normality, multi-collinearity and auto-correlation before running the regression model. The goodness-of-fit test of Kolmogorov-Smirnov (K-S) shows that the data set does not violet the normality assumption. The Durbin-Watson values prove that there is no presence of auto-correlation. In addition, the correlation matrix and the value of VIF (Variance Inflation Factor) VIF (βi< 10) show that multi-collinearity is not an issue for the variables used here (in line with Khan et al., 2016). 

We thereby investigate our research hypotheses by formulating the following multiple regression model.

ISI = β0 + β1CFOMEF + β2ECOCYCP + β3GDP/IIP GR+ β4LINF + β5EXMOL + β6COMMP + β7REGENV + β8MOPOL+ β9FISPOL + β10AGE + β11GENDER + β12MARSTA + β13DEP + β14EDUSTA + β15EMPSTA + β16INCOL + β17INVP + β18INVSM + β19ROI + ε                         (1)

Robustness tests:

To make our study more robust, we divide the overall sample into five quintiles (ascending ISI scores) in all above models. Here, the basis is the responses of all the respondents in all statements as are already clustered in 1-5 (i.e. Likert-scale type). We take the top 20% (with 5 points) in the ISI as the top 20% investors’ sentiment cluster and the bottom 20% (with 1 point) in the ISI as the bottom 20% investors. We calculate the descriptive, correlations and multiple regressions results for both top and bottom 20% clusters. Here, for the sake of brevity we only present the multiple regression results. These results will further substantiate our main results.        

Results:  

Correlations results:
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Table 3 presents correlations results. It is evident that all the studied variables have significant relationships with the investor sentiment index as constructed here. Except commodity prices, all other drivers impact investors’ sentiment positively which is in line with our hypothesized model. It also validates our study objectives to investigate the macroeconomic and policy-specific (including regulatory environment) drivers, which influence Indian retail investors to invest in stock markets. It is also observed from correlations results that age, gender, marital status, total investment in stock market till date (i.e. lagged investment), return on investment (ROI) from stock market monthly (i.e. lagged monthly returns) have no significant relationships with the ISI. However, most of these studied independent and instrumental/dummy variables do have significant positive/negative correlations between themselves as observed from table 3. 
Regression results – overall:
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Table 4 presents overall regression results of our model. Results show that current and future overall macroeconomic fundamentals (CFOMEF) impacting Indian retail investors’ sentiment positively and significantly (0.108***). However, this driver does not influence top and bottom 20% Indian investors (see table 4). It is evident from our results that economic cycle phases (ECOCYCP) have significant positive influence on all types and overall retail investors’ sentiment. It is intriguing to observe from our results that GDP/IIP growth numbers (GDP/IIP GR) influence top and bottom retail investors significant negatively. However, overall this driver has no significant role to play in driving investors to invest in the Indian stock market. Lower rate of inflation and/or interest rate (LINF) in the economy drives investors significant positively (0.046*), with the exception of top 20% Indian investors about sentiment (-0.075**). Our results show that rising commodity prices influence retail investors’ sentiment significant negatively overall (-0.064***), and for top 20% (-0.026**) and bottom 20% (-0.076**). The sound regulatory environment influences Indian retail investors positively (0.218***). The monetary policy is influencing significantly and positively (0.052**) overall Indian retail investors and the bottom 20% (0.086*), but interestingly it has a negative impact on top 20%. The fiscal policy however has a significant negative influence on the overall (-0.083***) and top 20% (-0.066***) investors.      
Our results also show (see table 4) that investors’ age, employment status, income level (negatively significant), investment pattern (negatively significant also) are influencing retail investors’ sentiment to invest in the Indian stock market. Empirical studies (see e.g., Warren et al., 1996; Kannadhasan, 2006; and Shen et al., 2017) also point out that investors’ gender, marital status, etc. also influence their investment decision making. Therefore, here we use these demographic variables to classify our overall data to investigate in-depth how these instrumental/dummy variables affects investors’ sentiment. 
Influence of age on retail investors’ sentiment:
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Table 5.1 presents the regression results of retail investors’ age influence on their investment sentiment. CFOMEF (0.095** [≤ 35 yrs. (i.e. young)] & 0.065** [( 45 yrs. (i.e. old)]), ECOCYCP (0.186** & 0.153**), MOPOL (0.118** & 0.187**) affect all aged investors positively. The regulatory environment (i.e. REGENV) influences only the young investors positively and significantly (0.321**). However, in line with the overall results COMMP (-0.048** & -0.088**) have a significant negative influence on investors’ sentiment. 
Influence of gender on retail investors’ sentiment:
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Table 5.2 shows the gender-classification regression results. It is evident that ECOCYCP, REGENV and MOPOL influence both male (0.171***, 0.176*** & 0.078***) and female (0.112*, 0.335*** & 0.218***) Indian investors. However, CFOMEF (0.126***), LINF (0.045*) and COMMP (-0.084***) only influence Indian men. Our results are in line with Dorn and Huberman (2005), Bennet et al. (2011), and Shen et al. (2017).   
Influence of marital status on retail investors’ sentiment:
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Table 5.3 shows the marital status-classification regression results. It is evident that ECOCYCP, REGENV and MOPOL impact both married (0.167***, 0.183*** & 0.089***) and unmarried/single (0.180*, 0.232*** & 0.159***) Indian investors. However, CFOMEF (0.111***), LINF (0.067**), COMMP (-0.080***) and FISPOL (-0.062**) only influence married ones whereas EXMOL (0.350***) interestingly only influence the unmarried/single Indian retail investors. These results provide additional insights to Pandey (2003), and Nair’s (2004) works. 
Influence of employment status on retail investors’ sentiment:
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Table 5.4 provides the regression results of employment status (government vs. private/self-employed) -classification of Indian retail investors. It is evident that CFOMEF, REGENV, LINF and COMMP influence both government (0.123***, 0.185***, -0.470*** & -0.615***) and private/self employed (0.110***, 0.240***, 0.042* & -0.045***) Indian investors. However, ECOCYCP (0.145***), GDP/IIP GR (0.045**), MOPOL (0.068***) and FISPOL (-0.048*) only influence private/self employed whereas EXMOL (-0.282**) influence government employed investors. 
Influence of monthly income level on retail investors’ sentiment:
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Table 5.5 provides the regression results of monthly income level (≤ Rs.40,000 and ( Rs.60,000) -classification of Indian retail investors. It is interesting to note that only MOPOL (0.020*** and 0.083**) is significantly and positively influencing Indian retail investors irrespective of their income level. However, EXMOL negatively (-0.002***) and REGENV positively (0.108**) influence below income level investors’ sentiment, whereas, CFOMEF (0.177***) and LINF (0.233***) positively, but, COMMP (-0.100***) negatively influence above income level Indian investors.      

Influence of investment pattern on retail investors’ sentiment:
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Table 5.6 provides the regression results of investment pattern (( 75% in equity and equity-related products and ≤ 25% in such products) -classification of Indian retail investors. It is evident from the results that except FISPOL (-0.151*), no other macroeconomic drivers are influencing Indian investors who are not inclined to invest in the stock market. On the other hand, most of the macroeconomic drivers influence the investors investing most of their savings in the stock market. CFOMEF (0.105***), ECOCYCP (0.157***), REGENV (0.254***) and MOPOL (0.057***) all have a significant positive influence on their sentiment whereas COMMP (-0.054***) solely make them negative. 
Discussions and Conclusion:
Our overall study results prove that on a broader perspective, current and future macroeconomic fundamentals of the Indian economy drive Indian retail investors to invest in the stock market. The phases of economic cycle do have a similar influence i.e. during economic booms, retail investors are inclined to invest in the stock market, which causes market upturns. However, economic recessions drive them away from the market. It is also intriguing to find that the GDP/IIP growth numbers drive retail investors in clusters (i.e. top and bottom 20%) negatively, but overall for not all Indian investors have any significant influence. Lower rate of inflation and/or interest rate overall drives the investors significantly on a positive note with the exception of top 20% Indian investors who are having a negative influence. The rise in commodity prices in line with the empirical literature and normal convention influence overall and cluster Indian retail investors negatively. This is because regular market players also do invest in commodity markets like gold or crude as an alternative to stocks. The sound regulatory environment also does influence investors positively as it builds confidence of strength and stability of the market among the investors. The monetary policy is also influencing significantly, positively the overall Indian retail investors, and the bottom 20%, but interestingly it has a negative impact on top 20%. The fiscal policy however has a significant negative influence on the overall and top 20% investors.

Our results also show that investors’ age, employment status, income level (negatively significant), investment pattern (negatively significant also) are influencing retail investors’ sentiment to invest in the Indian stock market. In line with empirical literature, we also incorporate investors’ gender, marital status, etc. in part of demographic classifications to make our study more interesting. We use all these demographics to classify our overall data to investigate in-depth how these instrumental variables influence retail investors’ sentiment. 

Our study results show that overall current and future macroeconomic fundamentals affect all aged Indian retail investors. This also strongly and positively influences both government and private/self-employed investors and investors with different investment patterns. However, this only influences Indian men and not female investors. Similarly, this driver influences only married investors. This also has significant positive impact on the sentiment of high (( Rs.60,000) monthly income level investors. The phases of economic cycle, sound regulatory environment and monetary policy shocks influence men and women as well as married and unmarried/single investors in a similar way. Sound regulatory environment is also significantly and positively impacting the investors with low (≤ Rs.40,000) monthly income levels. They also affect investment patterns of all Indian retail investors with a significant positive influence. However, the sound regulatory environment brings confidence and thereby drives only young investors (≤ 35 years) and Indian men, but not female investors. However, sound regulatory environment influence both married and unmarried/single ones and government and private self-employed investors. The monetary policy also has significant positive impact on all aged Indian retail investors, and also both Indian men and female as well as married and unmarried/single retail investors. Similarly, it influences positively all investors with different monthly income level and investors with divergent investment patterns. However, economic cycle phases, GDP/IIP numbers and monetary policy only significantly and positively influence private/self-employed. The commodity prices also in line with overall results impact investors significantly negatively except Indian female investors and unmarried/single investors. Nevertheless, it has a significant negative impact on both government and private/self-employed and high monthly income level investors in their stock market investments. Such prices also do have a negative impact on investment patterns of the Indian retail investors. The fiscal policy has a significant negative impact on Indian married investors and investors who are self-employed or working in private sectors. In addition, investors who are not inclined to invest in the stock market point out this as one of the most critical drivers for their unwillingness. It is also interesting to note that lower rate of inflation and/or interest rate only significantly and positively influence Indian men and married Indian investors, and high-income level investors to invest in the stock market. However, this driver has a significant negative influence on both government and private/self-employed investors. The exchange rate, money supply and consequent liquidity positively influence unmarried/single ones whereas has a significant negative impact on government-employed and low monthly income level investors.              

Our results will have implications for Indian investors, brokers/investment consultants, regulators and others associated with the stock markets in general. Investors will have generalized insights about how their sentiment about macroeconomic fundamentals and policy-specific drivers influence them to invest at the right time and/or in the right mode in the stock market. Brokers/investment consultants can also use these study results to frame their strategies to create awareness and develop clientele base among investors. The regulators and other related stakeholders should get a clear insight what drive Indian retail investors to enter and/or to exit in/from the market.

Our study do not look into many indispensable drivers of investors’ sentiment such as market technical, socio-economic and political factors, etc. Future studies can look into these untouched issues to generalize overall the determinants of Indian retail investors’ sentiment that influence them to invest in the stock market.     
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Table 1: A Comparative Study of Indian Stock Market

This table exhibits the steady nature of the Indian stock market during 2016-17 (the study year). The benchmark indices returns and associated data are showing an increasing trend. On the other hand, the volatility is down from the earlier year (i.e. 2015-16). 

	Particulars
	2015-16
	2016-17
	% Change

	Indices (year end):

S&P BSE Sensex

NIFTY 50

Annualized volatility (%):

S&P BSE Sensex

NIFTY 50

Total turnover (equity cash segment)(in Rs. Billions)

Market capitalization (in Rs. Billions):

BSE

NSE

PE ratio:

S&P BSE Sensex

NIFTY 50

PBV ratio:

S&P BSE Sensex

NIFTY 50
	25,342

7,738

17.00

17.10

49,772.78

94,753.28

93,104.71

19.3

20.9

2.8

3.1
	29,621

9,174

12.10

12.30

60,544.22

1,21,545.25

1,19,784.21

22.6

23.3

3.0

3.5
	16.90

18.50

-28.70

-27.90

21.60

28.30

28.70

17.60

11.30

7.14

12.90

	Table 2: Demographic Data of Respondents

This table provides the demographic data in regard to age, gender, marital status, number of dependents (spouse, sons/daughters, dependent father and/or mother and/or others), educational status, employment status, monthly income level (in Rs.), investment pattern (monthly investment %), total investment in stock market (in Rs.) and ROI (%) from the stock market monthly of the 576 respondents undertaken here. 

	Demographic items
	Number of respondents

	Age: 

≤ 25 years

26-35 years

36-45 years

46-59 years

( 60 years
	23

166

116

229

42

	Gender: 

Male

Female
	497

79

	Marital status: 

Married

Unmarried/Single
	512

64

	Number of dependents:

≤ 2

3-4

≥ 5
	278

230

68

	Educational status:

Less than graduate

Graduate

Post-graduate and more (including professional qualifications)
	62

449

65



	Employment status: 

Central/State govt./ Govt. undertaking

Private/Self-employed/business
	52

524

	Monthly income level: 

≤ Rs.15,000

Rs.15,001-40,000

Rs.40,001-59,999

( Rs.60,000 
	13

191

269

103

	Investment pattern (monthly investment %): 

≥ 75% in equity and equity-related products

≤ 25% in equity and equity-related products

Others
	59

442

75

	Total investment in stock market:

≤ Rs.10,00,000

Rs.10,00,001-Rs.24,99,999

≥ Rs.25,00,000
	479

82

15

	Monthly ROI (in %) from the stock market:

≤ 10%

10.01-25%

25.01-49.99%

≥ 50% 
	378

180

18

00


	Table 3: Correlations Results

This table provides the correlations in between our dependent variable (i.e. the ISI) and independent variables i.e. current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL), and all instrumental/dummy variables i.e. age (AGE), gender (GENDER) (a dummy variable), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), monthly income level (INCOL), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. 

	Variables
	ISI
	CFOMEF
	ECOCYCP
	GDP/IIP GR
	LINF
	EXMOL
	COMMP
	REGENV
	MOPOL
	FISPOL
	AGE
	GENDER
	MARSTA
	DEP
	EDUSTA
	EMPSTA
	INCOL
	INVP
	INVSM
	ROI

	ISI
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	CFOMEF
	.391***
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	ECOCYCP
	.440***
	.383***
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	GDP/IIP GR
	.122***
	.246***
	.218***
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	LINF
	.328***
	.280***
	.260***
	.002
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	EXMOL
	.325***
	.306***
	.325***
	-.057
	.682***
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	COMMP
	-.144***
	.002
	-.060
	-.029
	-.006
	-.051
	1
	
	
	
	
	
	
	
	
	
	
	
	
	

	REGENV
	.363***
	.237***
	.207***
	-.030
	.291***
	.314***
	-.051
	1
	
	
	
	
	
	
	
	
	
	
	
	

	MOPOL
	.170***
	.038
	.019
	-.108***
	.281***
	.177***
	.296***
	.108***
	1
	
	
	
	
	
	
	
	
	
	
	

	FISPOL
	.162***
	.224***
	.117***
	.046
	.306***
	.289***
	.013
	.285***
	.162***
	1
	
	
	
	
	
	
	
	
	
	

	AGE
	-.014
	-.037
	-.149***
	.021
	.060
	.084**
	-.114***
	-.025
	-.045
	0.076*
	1
	
	
	
	
	
	
	
	
	

	GENDER
	.063
	.006
	.064
	0.076*
	.036
	-.059
	.049
	.017
	.103**
	-.049
	-.311***
	1
	
	
	
	
	
	
	
	

	MARSTA
	-.019
	-.016
	0.075*
	.088**
	-.044
	-.026
	-.047
	-.034
	.161***
	-.007
	-.418***
	.283***
	1
	
	
	
	
	
	
	

	DEP
	-.102**
	-.130***
	-.160***
	.048
	-.149***
	-.006
	.052
	-.019
	.007
	-.110**
	.343***
	-.255***
	-.148***
	1
	
	
	
	
	
	

	EDUSTA
	.106**
	.041
	.100**
	.102**
	.089**
	.051
	-.089**
	.019
	-.144***
	0.073*
	.093**
	-.090**
	.000
	-.077*
	1
	
	
	
	
	

	EMPSTA
	.239***
	.047
	.040
	-.067
	.059
	.050
	-.084**
	-.003
	.025
	.068
	.011
	.017
	.059
	-.089**
	.040
	1
	
	
	
	

	INCOL
	-.088**
	.021
	.012
	-.065
	0.077*
	.097**
	.034
	.008
	-.124***
	.038
	.328***
	-.284***
	-.291***
	0.084*
	.059
	-.146***
	1
	
	
	

	INVP
	-.306***
	-.126***
	-.108***
	-.061
	-.118***
	-.086**
	0.073*
	-.020
	-.068
	-.147***
	.065
	.050
	-.009
	.026
	-.035
	-.209***
	-.001
	1
	
	

	INVSM
	.049
	.095**
	-.005
	-.065
	.202***
	.166***
	.166***
	.042
	.232***
	.155***
	.225***
	-.136***
	-.095**
	.011
	.159***
	-.073*
	.292***
	-.098**
	1
	

	ROI
	-.049
	0.075*
	-.135***
	.012
	-.080*
	-.126***
	.006
	-.044
	-.068
	.020
	-.018
	-.114***
	.043
	-.059
	.193***
	-.092**
	.128***
	-.165***
	.398***
	1


	Table 4: Regression Results

This table provides the overall, top 20% and bottom 20% (based on ISI scores) regression results. Here, our dependent variable is the ISI and independent variables are - current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL). We also incorporate instrumental/dummy variables of age (AGE), gender (GENDER) (a dummy variable), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), monthly income level (INCOL), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. 

	Variables
	Overall
	High (top 20%)
	Low (bottom 20%)

	
	(
	t value
	VIF
	(
	t value
	VIF
	(
	t value
	VIF

	Constant
	1.782***

(0.262)
	6.809
	-
	4.494***

(0.370)
	12.157
	2.032
	3.381***

(0.397)
	8.524
	-

	CFOMEF
	.108***

(0.021)
	5.210
	1.354
	.029

(0.022)
	1.334
	2.200
	.053

(0.040)
	1.338
	1.646

	ECOCYCP
	.151***

(0.025)
	6.101
	1.442
	.049*

(0.025)
	1.971
	2.679
	.093**

(0.036)
	2.588
	1.596

	GDP/IIP GR
	.018

(0.020)
	.909
	1.222
	-.069***

(0.023)
	-3.047
	2.509
	-.077**

(0.036)
	-2.124
	1.959

	LINF
	.046*

(0.025)
	1.817
	2.330
	-.075***

(0.026)
	-2.864
	2.141
	-.011

(0.035)
	-.301
	2.113

	EXMOL
	-.017

(0.38)
	-.438
	2.231
	.038

(0.039)
	.967
	1.653
	-.065

(0.063)
	-1.029
	2.486

	COMMP
	-.064***

(0.014)
	-4.390
	1.218
	-.026**

(0.012)
	-2.282
	2.012
	-.076**

(0.033)
	-2.312
	2.098

	REGENV
	.218***

(0.034)
	6.463
	1.220
	-.025

(0.051)
	-.489
	3.488
	.064

(0.047)
	1.363
	2.252

	MOPOL
	.052**

(0.021)
	2.505
	1.459
	-.001

(0.017)
	-.074
	1.601
	.086*

(0.044)
	1.952
	2.289

	FISPOL
	-.083***

(0.027)
	-3.043
	1.252
	-.066***

(0.023)
	-2.814
	5.055
	-.067

(0.047)
	-1.421
	1.639

	AGE
	.028*

(0.017)
	1.675
	1.483
	.005

(0.024)
	.197
	1.508
	.013

(0.26)
	.488
	1.984

	GENDER
	.050

(0.044)
	1.121
	1.179
	.009

(0.031)
	.290
	1.239
	-.077

(0.077)
	-.992
	1.398

	MARSTA
	-.031

(0.077)
	-.407
	1.135
	-.018

(0.057)
	-.312
	1.696
	-.193**

(0.086)
	-2.240
	1.856

	DEP
	-.021

(0.081)
	-.262
	1.344
	.085

(0.069)
	1.241
	3.470
	-.262

(0.171)
	-1.531
	2.001

	EDUSTA
	.053

(0.044)
	1.220
	1.230
	.007

(0.042)
	.168
	1.204
	-.014

(0.095)
	-.149
	1.291

	EMPSTA
	.260***

(0.057)
	4.546
	1.150
	.128

(0.097)
	1.322
	4.413
	.040

(0.064)
	.624
	1.289

	INCOL
	-.072**

(0.031)
	-2.344
	1.272
	-.044

(0.037)
	-1.182
	1.783
	.003

(0.054)
	.052
	1.663

	INVP
	-.253***

(0.043)
	-5.912
	1.171
	-.048

(0.018)
	-.405
	1.931
	-.014

(0.058)
	-.244
	1.835

	INVSM
	.027

(0.042)
	.632
	1.641
	-.137***

(0.34)
	-4.022
	1.985
	.133

(0.091)
	1.458
	1.491

	ROI
	-.030

(0.033)
	-.912
	1.571
	.107***

(0.025)
	4.296
	2.032
	-.134***

(0.051)
	-2.620
	1.581

	R2

Adj. R2

F value
	0.452

0.430

20.930***
	0.634

0.547

7.304***
	0.463

0.356

4.315***

	* Significance values at 10% level (p<0.10); ** Significance values at 5% level (p<0.05); *** Significance values at 1% level (p<0.01).

# Standard errors in parentheses.


	Table 5.1: Regression Results (age-classification)

This table provides age-classification regression results. Here, our dependent variable is the ISI and independent variables are - current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL). We also incorporate instrumental/dummy variables of gender (GENDER) (a dummy variable), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), monthly income level (INCOL), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. However, we don’t report detailed results for the sake of brevity. 

	Variables
	≤ 35 yrs.
	≥ 45 yrs.

	
	β
	t value
	VIF
	β
	t value
	VIF

	Constant
	.882***

(0.322)
	2.738
	-
	1.903***

(0.226)
	8.420
	-

	CFOMEF
	.095**

(0.042)
	2.272
	1.663
	.065**

(0.027)
	2.421
	1.239

	ECOCYCP
	.186***

(0.045)
	4.105
	1.567
	.153***

(0.033)
	4.688
	1.308

	GDP/IIP GR
	-.041

(0.042)
	-.990
	1.314
	.017

(0.027)
	.616
	1.113

	LINF
	-.007

(0.044)
	-.164
	1.461
	.004

(0.039)
	.109
	2.987

	EXMOL
	.093

(0.064)
	1.449
	1.407
	.085

(0.056)
	1.507
	2.896

	COMMP
	-.048*

(0.026)
	-1.851
	1.066
	-.088***

(0.020)
	-4.326
	1.255

	REGENV
	.321***

(0.066)
	4.892
	1.426
	.068

(0.047)
	1.463
	1.399

	MOPOL
	.118***

(0.041)
	2.894
	1.190
	.187***

(0.033)
	5.600
	1.597

	FISPOL
	0.017

(0.057)
	.299
	1.138
	-.009

(0.038)
	-.238
	1.407

	R2

Adj. R2

F value
	0.465

0.438

17.301***
	0.370

0.348

16.690***

	* Significance values at 10% level (p<0.10); ** Significance values at 5% level (p<0.05); *** Significance values at 1% level (p<0.01).

# Standard errors in parentheses.


	Table 5.2: Regression Results (gender-classification)

This table provides gender-classification regression results. Here, our dependent variable is the ISI and independent variables are - current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL). We also incorporate instrumental/dummy variables of age (AGE), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), monthly income level (INCOL), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. However, we don’t report detailed results for the sake of brevity.

	Variables
	Male
	Female

	
	β
	t value
	VIF
	β
	t value
	VIF

	Constant
	1.815***

(0.181)
	10.043
	-
	.404

(0.409)
	.990
	-

	CFOMEF
	.126***

(0.022)
	5.627
	1.331
	-.029

(0.049)
	-.583
	1.734

	ECOCYCP
	.171***

(0.025)
	6.833
	1.339
	.112*

(0.059)
	1.896
	1.335

	GDP/IIP GR
	.023

(0.021)
	1.083
	1.144
	-.017

(0.068)
	-.258
	1.547

	LINF
	.045*

(0.026)
	1.736
	2.079
	.073

(0.088)
	.833
	3.122

	EXMOL
	-.008

(0.040)
	-.214
	2.096
	.132

(0.105)
	1.262
	2.752

	COMMP
	-.084***

(0.016)
	-5.372
	1.137
	.042

(0.032)
	1.300
	1.200

	REGENV
	.176***

(0.035)
	5.019
	1.175
	.335***

(0.093)
	3.605
	2.298

	MOPOL
	.078***

(0.021)
	3.738
	1.257
	.218***

(0.057)
	3.802
	1.275

	FISPOL
	-.038

(0.029)
	-1.290
	1.211
	.060

(0.076)
	.791
	1.601

	R2

Adj. R2

F value
	0.371

0.360

31.511***
	0.577

0.526

11.498***

	* Significance values at 10% level (p<0.10); ** Significance values at 5% level (p<0.05); *** Significance values at 1% level (p<0.01).

# Standard errors in parentheses.


	Table 5.3: Regression Results (marital status-classification)

This table provides marital status-classification regression results. Here, our dependent variable is the ISI and independent variables are - current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL). We also incorporate instrumental/dummy variables of age (AGE), gender (GENDER) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), monthly income level (INCOL), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. However, we don’t report detailed results for the sake of brevity.

	Variables
	Married
	Unmarried/Single

	
	β
	t value
	VIF
	β
	t value
	VIF

	Constant
	1.864***

(0.184)
	10.131
	-
	-.155

(0.436)
	-.355
	-

	CFOMEF
	.111***

(0.022)
	5.115
	1.311
	.027

(0.058)
	.458
	1.902

	ECOCYCP
	.167***

(0.026)
	6.555
	1.329
	.180***

(0.067)
	2.684
	2.337

	GDP/IIP GR
	.028

(0.021)
	1.324
	1.126
	.049

(0.077)
	.628
	2.508

	LINF
	.067**

(0.026)
	2.549
	2.121
	-.097

(0.086)
	-1.123
	3.318

	EXMOL
	-.020

(0.039)
	-.512
	2.166
	.350**

(0.138)
	2.542
	2.538

	COMMP
	-.080***

(0.015)
	-5.365
	1.129
	.014

(0.049)
	.280
	1.397

	REGENV
	.183***

(0.036)
	5.060
	1.178
	.232***

(0.081)
	2.885
	2.284

	MOPOL
	.089***

(0.021)
	4.226
	1.268
	.159**

(0.069)
	2.320
	1.665

	FISPOL
	-.062**

(0.029)
	-2.155
	1.192
	.133

(0.087)
	1.521
	1.876

	R2

Adj. R2

F value
	0.349

0.337

30.027***
	0.708

0.656

13.716***

	* Significance values at 10% level (p<0.10); ** Significance values at 5% level (p<0.05); *** Significance values at 1% level (p<0.01).

# Standard errors in parentheses.


	Table 5.4: Regression Results (employment status-classification)

This table provides employment status-classification regression results. Here, our dependent variable is the ISI and independent variables are - current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL). We also incorporate instrumental/dummy variables of age (AGE), gender (GENDER) (a dummy variable), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), monthly income level (INCOL), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. However, we don’t report detailed results for the sake of brevity.

	Variables
	Government employees
	Private &self-employed

	
	β
	t value
	VIF
	β
	t value
	VIF

	Constant
	-.322***

(0.915)
	5.819
	-
	1.495***

(0.170)
	8.778
	

	CFOMEF
	.123**

(0.008)
	-2.331
	3.900
	.110***

(0.021)
	5.323
	1.332

	ECOCYCP
	-.044

(0.099)
	1.245
	2.018
	.145***

(0.024)
	5.993
	1.333

	GDP/IIP GR
	.811

(0.116)
	-.377
	1.668
	.045**

(0.020)
	2.213
	1.158

	LINF
	-.470**

(0.009)
	3.545
	4.661
	.042*

(0.024)
	1.738
	1.989

	EXMOL
	-.282**

(0.007)
	-2.733
	4.365
	.034

(0.037)
	.918
	2.045

	COMMP
	-.615***

(0.076)
	-3.725
	2.810
	-.045***

(0.014)
	-3.077
	1.110

	REGENV
	.185***

(0.006)
	-3.501
	3.054
	.240***

(0.035)
	6.851
	1.253

	MOPOL
	.140

(0.019)
	1.557
	3.998
	.068***

(0.020)
	3.422
	1.240

	FISPOL
	-.322

(0.114)
	1.226
	1.603
	-.048*

(0.028)
	-1.742
	1.224

	R2

Adj. R2

F value
	0.720

0.606

6.290***
	0.381

0.371

35.400***

	* Significance values at 10% level (p<0.10); ** Significance values at 5% level (p<0.05); *** Significance values at 1% level (p<0.01).

# Standard errors in parentheses.


	Table 5.5: Regression Results (monthly income level-classification)

This table provides monthly income level-classification regression results. Here, our dependent variable is the ISI and independent variables are - current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL). We also incorporate instrumental/dummy variables of age (AGE), gender (GENDER) (a dummy variable), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), investment pattern (INVP) (a dummy variable), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. However, we don’t report detailed results for the sake of brevity.

	Variables
	≤ Rs.40,000
	≥ Rs.60,000

	
	β
	t value
	VIF
	β
	t value
	VIF

	Constant
	.082***

(0.269)
	4.068
	-
	2.393***

(0.431)
	5.554
	-

	CFOMEF
	.169

(0.033)
	2.460
	1.241
	.177***

(0.053)
	3.358
	1.915

	ECOCYCP
	.010***

(0.035)
	4.798
	1.272
	-.046

(0.064)
	-.728
	1.770

	GDP/IIP GR
	-.050

(0.037)
	.272
	1.121
	.040

(0.036)
	1.132
	1.276

	LINF
	.274

(0.047)
	-1.065
	1.994
	.233***

(0.054)
	4.297
	3.122

	EXMOL
	-.002***

(0.075)
	3.675
	2.018
	-.101

(0.079)
	-1.274
	3.100

	COMMP
	.123

(0.024)
	-.084
	1.098
	-.100***

(0.029)
	-3.414
	1.568

	REGENV
	.108**

(0.051)
	2.390
	1.684
	.094

(0.090)
	1.049
	1.142

	MOPOL
	.020***

(0.039)
	2.796
	1.327
	.083**

(0.041)
	2.055
	1.457

	FISPOL
	.082

(0.054)
	.363
	1.567
	-.074

(0.063)
	-1.178
	1.266

	R2

Adj. R2

F value
	0.447

0.421

17.264***
	0.428

0.376

8.299***

	* Significance values at 10% level (p<0.10); ** Significance values at 5% level (p<0.05); *** Significance values at 1% level (p<0.01).

# Standard errors in parentheses.

	Table 5.6: Regression Results (investment pattern[monthly investment %] -classification)

This table provides investment pattern-classification regression results. Here, our dependent variable is the ISI and independent variables are - current and future macroeconomic fundamentals (CFOMEF), economic cycle phases (ECOCYCP), GDP/IIP growth (GDP/IIP GR), lower rate of inflation and/or interest rate (LINF), exchange rate (in $ terms) and money supply & liquidity in the economy (EXMOL), commodity prices (COMMP), regulatory environment (REGENV), monetary policy (MOPOL) and fiscal policy (FISPOL). We also incorporate instrumental/dummy variables of age (AGE), gender (GENDER) (a dummy variable), marital status (MARSTA) (a dummy variable), number of dependents (DEP), educational status (EDUSTA) (a dummy variable), employment status (EMPSTA) (a dummy variable), monthly income level (INCOL), total investment in stock market (INVSM) and monthly return on investment (i.e. ROI) from the stock market. However, we don’t report detailed results for the sake of brevity.

	Variables
	≥ 75% in equity and equity-related products
	≤ 25% in equity and equity-related products

	
	β
	t value
	VIF
	β
	t value
	VIF

	Constant
	1.576***

(0.166)
	9.506
	-
	3.934***

(0.600)
	6.554
	-

	CFOMEF
	.105***

(0.020)
	5.219
	1.348
	-.050

(0.075)
	-.666
	1.202

	ECOCYCP
	.157***

(0.024)
	6.533
	1.366
	.099

(0.064)
	1.544
	1.331

	GDP/IIP GR
	.030

(0.020)
	1.479
	1.179
	-.061

(0.059)
	-1.026
	1.325

	LINF
	.027

(0.024)
	1.130
	2.014
	.121

(0.081)
	1.504
	2.183

	EXMOL
	.016

(0.037)
	.434
	2.076
	.078

(0.119)
	.654
	2.156

	COMMP
	-.054***

(0.014)
	-3.863
	1.123
	-.103

(0.067)
	-1.545
	2.026

	REGENV
	.254***

(0.033)
	7.744
	1.247
	-.150

(0.100)
	-1.498
	1.374

	MOPOL
	.057***

(0.019)
	2.954
	1.220
	.072

(0.078)
	.925
	2.146

	FISPOL
	-.026

(0.028)
	-.915
	1.208
	-.151*

(0.076)
	-1.989
	1.340

	R2

Adj. R2

F value
	0.405

0.394

37.484***
	0.306

0.203

2.984***

	* Significance values at 10% level (p<0.10); ** Significance values at 5% level (p<0.05); *** Significance values at 1% level (p<0.01).

# Standard errors in parentheses.


� We do not provide the questionnaire statements for the sake of brevity here. If asked for we can share the same. 





