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Demographic factors Influencing Herding Behavior among
Indian Retail Mutual Fund Investors

ABSTRACT:

Ankita Nagpal* Mansi Chadha**

The article focused on the effect of segment factors on crowding conduct, data assembled from 147 open-end reserves
financial specialists of Delhi NCR through poll, information investigated through Correlation examination, Ordinal calculated
relapse was utilized to quantify the model. The outcomes uncovered that segment factors: Age, Income and Education have an
immediate connection with Herding Behavior. On the contrary hand Gender, conjugal status, and Occupation have a
roundabout relationship with grouping conduct. Sexual orientation and Income majorly affect grouping conduct. The higher
outcomes uncovered when the example size was huge, ithad been a genuine impediment of this investigation. The investigation
was just centered on Delhi open-end store speculators. The examination helped the Asset Management Company and
policymakers to spend significant time in speculator's demography while planning shared assets. Regardless of much writing on
segment factors and grouping conduct, this examination fills the hole by contributing open-end store speculators for the
essential time and broke down segment factors with crowding conduct.
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INTRODUCTION

Speculatot's monetary concluding cycle
is predicated on wellsprings of
information accessible however when
the financial specialist mirrors other
speculator's choices and moves to make
a situation inside the market, this current
financial specialist's conduct is Herding
(Alizada and Clarin, 2018). Each
speculator contrasts from others by and
large angles like segment factors:
Gender, Age, Qualification, Income,
and Profession. In market crowding
conduct is one among the most
grounded passionate sicknesses
anticipated from the speculator which
may end up into reasonable damaging
outcomes. Crowding conduct is
persuaded by numerous components
like Peer pressing factor, falls, and fears
the standing. The Indian open-end
reserve industry has seen huge
development inside the previous few
years driven by a few positive financial
and segment factors like rising pay levels
and consequently the expanding reach
of Asset Management Companies
(AMCs) and merchants. Further
empowering support from the
controller SEBI and proactive activities
from the business bodies CII and AMFI,
which are probably going to be the
critical segments in characterizing the
more extended term state of the Indian
Mutual, reserve Industry as said by

Abizer Diwanji Head Financial Services
KPMG India. The low entrance levels
joined with quick move inside the
resources under administration lately will
discoveraregionforthehighdevelopment
capability of the Indian open-end store
industry. India has been among the
quickest developing business sectors for
sharedassetssince2004,seecingaCAGRof
29 percentinsidealongtime from 2004 to
2008 as against the overall normal of 4
percent  industry  Assets  under
administrationismostlikelygoingtoinany
case develop inside the scope of 15 to
25percent from the sum 2010 to 2015
upheld the speed of financial cycle,
KPMG (2009) (Patro and Kanagaraj,
2012). Viewing the significance of
the

economy, the pointof this examinationis

common assets inside Indian

toresearchhowmuchthelndianopen-end
store industry show crowding conduct

The details objective of the study:

1. To analyze the connection between
Demographic variables and Herding
Behavior among Indian open-end
fund Investors

2. To analyze the demographic factors
influencing Herding Behavior among
Indian open-end fund Investor's
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Review of Literature

Archana Patro and A. Kanagaraj
(2012) investigating the Herding
Behavior in Indian open-end reserve
industry and examination uncovered the
crowding conduct was very normal in
open-end store industry. Suleyman IC
& M. burak kahyaoglu (2013)
considered Herd conduct in BIST: An
application on Individual stock
speculators they found the presence of
group conduct in individual financial
specialists of BIST and financial and
segment factors affected crowd conduct
N. Nandhini Devi & Dr. A. Velanganni
Joseph (2017) considered the effect of
Demographic variables on open-end
store Individual speculators venture
practices, results uncovered that men
carry on more soundly than ladies and
unpracticed financial specialists act
more nonsensically than experienced
financial specialists. Dr Rahul deo & Dr
Uttam Rao jagtap (2017)
contemplated the effect of
Demographic factors on open-end store
Investment choice among Academicians
of Indore City, research uncovered that
Married individuals were more
inquisitive about put resources into ME.
Dr M Kaveri and B. Bindu (2017),
considered the Impact of Investor's
Perception and demeanor towards
Investment choice in Mutual assets at
Velachery, Chennai and study indicated
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specialists put resources into
development plots hence the
administration organizations should
focus more on development plans.
Ankitha Nair.M , Balasubramaniam
and Lakshmi Yermal (2017) exploring
the factors Influencing Herding
Behavior Among Indian Stock
Investors and research reveals gender,
age , legal status and word of mouth
have a big impact on the herding
behavior among Stock

investors

Alizada, Zekria and Clarin, Oscar,
Group 50(2018), the effect of
misfortune repugnance inclination on
crowding conduct of Young Swedish
Retail Investors investigated the
misfortune revulsion predisposition
close by segment factors includes a
critical causal effect on grouping
conduct among youthful Swedish retail
speculators. M Sari & N. Nugraha
(2018) considered is presumptuousness
and Herding in Ponzi conspire financial
specialists impacted by segment factors
and exploration uncovered sex, age,
lawful status and occupation negatively
affected grouping and carelessness. The
working experience and pay level
negatively affected grouping and
pomposity inclination. Training level
negatively affected grouping and
presumptuousness inclination.

Research Gaps

Behavior finance is an emerging area
where investor behavior plays a really
crucial role in investot's investment
decision. It consists of varied traditional
theories, where as in real world Investor
behave differently to require investment
decisions. "So the important worlds are
different from theories". Various
research is taken place across India for
stock investors, but this paper covers
open-end fund Investors of Delhi
/NCR which isn't studied as far

1. The impact of Indian open-end fund
investot's demographics on Herding
Behaviorisn't studied as far

2. Previously studies are within the
context of stock exchange Investor, the
world open-end fund investors isn't
covered within the research.

3. The relationship between
demographic variables and herding
behavior were studied on different
investors like Ponzi investors but this
study covers the gap and analyzes the
connection between retail Indian open-
end fund investors and herding
behavior.

Hypothesis Tested

1. It has been seen that gender, age,
occupation, conjugal status and training
had a negative connection on Ponzi
speculators, this examination tried a
similar connection yet on Mutual Asset
Investors, the theories are:

H1: There is a negative connection
between Investor's Age and Herding
Behavior among Indian Mutual asset
speculators

H2: There is a negative connection
between Investor's Gender and
Herding Behavior among Indian
Mutual Asset Investors

H3: There is a negative connection
between conjugal status and Herding
Behavior among Indian Mutual asset
speculators

H4: There is a negative connection
among FEducation and Herding
Behavior among Indian Mutual asset
speculators

H5: There is a negative connection
among Income and Herding Behavior
H6: There is a negative connection
among Occupation and Herding
Behavior

It has been scen that gender, age,
conjugal status significantly affects
crowding conduct among stock
speculators in India, this investigation
tried a similar connection yet on Indian
Retail Mutual asset financial specialists,
the theoryis:

Age: Old age financial specialists
generally put resources into Pension
assets for security reason they are not in
a situation to face challenge; they follow
the gathering so speculation:

H1: The higher the age of the shared
asset financial specialist, there is more
inclinations to show grouping
predisposition

Gender: Men and ladies respond
distinctively to showcase data; Mostly
Men was careless about the market. It
has been noticed Female depicts
crowding conduct more as contrast with
men, so the speculation detailing:

H2: Female shared asset financial
specialist shows all the more crowding
inclination as contrast with male
common asset speculators

Conjugal Status: Married and
unmarried respond diversely to
showcase data; Married contribute
contingent upon the requirements of
their family then again unmarried
contribute just for benefits, the theory
is:

H3: Married shared asset speculator
indicated less crowding conduct when
contrasted with unmarried common
asset financial specialist

Instruction: High training financial
specialists doesn't depict grouping
conduct as they have an information
about market so the crowding wonders
is more normal in less taught speculator
as they follow the group effectively, the
theory detailing are: H4: Higher the
degree of Educational capability, lesser
the propensity to show grouping
inclination

Pay: The big time salary bunch
speculator will in general put resources
into numerous venture roads as contrast
with low pay bunch financial specialist.
Top level salary bunch follow the group
as contrast with low pay gathering, the
speculation is:

H5: Higher the pay level, higher is the
propensity to show grouping inclination

Occupation: Business man will in
general put resources into shared assets
for benefit, then again Employees will in
general put resources into those
common subsidizes which give charge
refund and put more in annuity reserves,
the speculation definition is:

Ho6: Business man will in general show
higher grouping conduct, Employees
show lesser crowding conduct
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Data Analysis Since the P esteem is more than 0.05, the invalid speculation is acknowledged at 5% degree of importance.
Consequently, it is inferred that the segment factors in particular age, gender, yeatly pay, capability and conjugal status doesn't
have huge relationship with grouping variable, Occupation is adversely corresponded (- .182) with a huge connection (.029).
Age and grouping has a solid and positive connection (.111), Gender has a solid, adversely relationship with crowding (- .143).
Yearly pay and crowding has alow and positive connection (.081). Capability has a solid, emphatically connection with grouping
(.148). Conjugal status has a low, contrarily connection with grouping (- .025)

I
nqependent Depended Correlation P
variables variable
Age Herding Positive 0.185 Hypothesis
behavior Correlation ' not accepted
Gender Herding Negative Hypothesis
. . 0.087
behavior Correlation accepted
Marital Status Herding Negative 0764 Hypothesis
behavior Correlation ' accepted
Education Herding Positive 0.148 Hypothesis
behavior Correlation ' not accepted
Income Herding Positive 0.335 Hypothesis
behavior Correlation ' not accepted
Occupation Herding Negative 0.029 Hypothesis
behavior correlation ' not accepted

(Source: Primary data)

Research Methodology: Poll is intended for study. Crowding Behavior is estimated on Likert Scale from firmly consent to
emphatically oppose this idea. The instrument is utilized for gathering information from 147 shared asset speculators of
Delhi/NCR. Snowball testing technique is utilized for test plan Ordinal Logistic Regression has been utilized to estimate the
model as Depended vatiable "Herding" is on Ordinal Scale. Connection investigation is utilized to examine the connection
between segment factors and grouping Behavior.

Cronbach's Alpha Reliability Test
Itis used to examine the internal consistency, the Cronbach's alpha below 0.6 considered to be poor, the alpha in the 0.7 range
are acceptable, and those above 0.8 are considered to be good (George, D., and Mallery, P., 2003 and Kline, P., 2000).

Scale Mean Scale Variance Corrected Cronbgch's
. . Item-Total Alpha if Item
if Item Deleted if Item Deleted Correlation Deleted

Other investot's decisions 9.310 6.243 597 .609

of buying and selling

mutual funds have impact

my investment decision

I usually react quickly to the 9.083 7.424 476 .684

changes of other investot's

decisions and follow their

reactions to the market

I consult 3 (family, friends 9.476 7.543 405 723

or colleagues) before making

mutual fund purchase

Investot's decisions of their 9.393 6.421 .581 .620

portfolio have impact my

investment decision

(Source: Primary data)
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From the above table it has been observed that cronbach's alpha is above 0.6 and in range of 0.7, so the alpha to be acceptable
and variables gave consistent results.

Ordinal Regression Analysis

Model Fitting Information

Model —2. Lo.g Chi-Square Jf Sig,
Likelihood

Intercept 258.546

Only

Final 233.038 25.509 9 .002

Link function: Cauchit.

(Source: Primary data)

The significant Chi square statistic (p< .005) indicates that model gives better prediction, It shows that p value =.002 means
model gives better prediction

Goodness-of-Fit

Chi- df Sig.
Square
Pearson 274.944 259 2371
Deviance 177.593 259 .000

Link function:
(Soutce: Primary data)

We assume that Null hypothesis that the fit is good 1f P < 0.05 indicated Null hypothesis not accepted, the result of our
analysis suggest that model fits very well (p=0.237)

Pseudo R-Square

Cox and Snell .161
Nagelkerke 174
McFadden .066

Link function: Cauchit
(Source: Primary data)

Independent Variables Odd ratio Coefficient P

Gender 7.381 1.336 0.007
Occupation 0.158 -0.226 0.691
Qualification 10.10 -1.377 0.001
Marital Status 0.084 0.095 0.773
Age 0.807 038 0.369
Annual Monthly income 0.055 050 0.815
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Independent variables p Result

Age H1 0.369 Null hypothesis accepted
Gender H2 0.007 Null hypothesis not accepted
Marital Status H3 0.773 Null hypothesis accepted
Education H4 0.001 Null hypothesis not accepted
Income H5 0.815 Null hypothesis accepted
Occupation H6 0.691 Null hypothesis accepted

Test of Parallel Lines

Model —2 Log Chi-Square Jf Sig.
Likelihood

Null 263.337

Hypothesis

General 254.473b 8.864c¢ 27 1.000

This test compates the ordinal model which has one set of coefficients for all thresholds, to a model with a separate set of
coefficients for each threshold. If the general model gives a significantly better fit to the data than the ordinal model (l.e. p <
.05), then we reject the assumption of proportional odds, the result of our analysis suggest that value is above (p > 1)

From above table we can conclude: Education and gender have a significant impact on herding behavior among Indian Mutual
fund investors, we can say that male mutual fund investor has a lesser tendency to portray herding behavior than female mutual
fund investors and Higher the education level lesser is the tendency to show herding behavior

Scope of the study

1.Risk appetite and experience of the investor towards marketare not studied. The combined impact of demographic variables,
risk appetite & experience of investor on herding behavior are not covered in this research.

2.The purpose to invest in Mutual funds would be wealth creation and to fulfill short term, midterm goals and long term goals.
Short term goals are to repay debt, Plan a foreign vacation. Mid Term goals are buy a car, planning for business investment.
Long term goals are Child education & marriage, planning for retirement. Financial goals with demographic variables and the
impact of both on Herding behavior are not studied far

Managerial Implication

This study will be beneficial to Asset Management Company and investors as fund manager should check the investot's
demographic profile and herding Behavior. Different investors have different investment patterns in choosing a Mutual fund.
This study gives an overall picture of combined effect of demographic vatiables on the investot's Herding behavior

Conclusion:

Age- The results showed as herding behavior increases with the investor's age. It means the old age mutual fund investors
portrays more herding behavior as compare to young age investors, this is due to that old age investors are risk averse and follow
the crowd easily and the purpose of Mutual fund investment to be invest in Pension funds which is the only security for old age,
so they consult others for their decision. On the other hand, young investors purpose is different they are risk takers and invest
in growth funds for more profit, young investors are more confident on their own investment decisions. The combined effects
of age with other demographic variables on herding behavior are not significant

Gender- Results showed that gender has a significant impact on herding behavior. Female mutual fund investor showed more
herding bias as compare to male mutual fund investors. Male investors have more experience about the market so their decision
depends on their own analysis; they don't follow the crowd easily as compare to female mutual fund investors

Marital Status- Married investor showed less herding behavior as compare to unmarried investors. As the need for investment
for married men is child education, child marriage & financial security of the family so married investors take decision on their
own and less follow the crowd. The combined effect of marital status with other demographic variables on herding behavior is
notsignificant.

Education —Results showed that Education has a significant impact and positive relation on herding behavior

Income- High income group investor showed more herding behavior than less income group investor. The combined effect of
Income with other demographic variables on herding behavior is not significant.
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Occupation- Businessmen showed more herding behavior as compare to Employees and the combined effect of Occupation
with demographic variables are not significant.
Suggestion: Based on analysis following suggestions are as follows:

1. Financial Goals considered being one of the important factors while investing in Mutual funds. This factor should be studied
with demographic variables

2. Fund manager should make Portfolio which minimize the risk, maximize the wealth and attain investor's financial goals
timely.

3. Herding behavior showed very common in Indian Mutual fund industry. Other behaviors should be studied with
demographic variables.

4. While selecting mutual funds, risk appetite, experience of investors in market should be another factors to be studied

5. For better prediction the study should be done on different culture and geographic
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