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Abstract 
 

The study aims to identify factors that influence investment decisions of individual investors 
and to explore how these factors are connected to the investors’ socio-economic characteristics 
in the Sri Lankan Stock Market. The study covers individual investors from all five districts 
belonging to the Northern Province of Sri Lanka and data were marshalled from 272 individual 
investors with a self-administrated questionnaire using a convenient sampling technique. The 
collected data were then analysed with a number of statistical techniques including 
Independent t- test, Analysis of variance (ANOVA) and relevant post hoc tests. The study   
identified eight most influencing factors on investment decisions: past performance of the 
company’s stock, company stability, firm's goodwill, firm's reputation in the industry, dividend 
paid, expected corporate earnings and expected dividend. Further results highlighted seven 
least influencing factors on investment decisions: opinions of firm's majority stockholders, 
easy to obtaining borrowing funds, diversification needs, friends/co-workers' opinions, forms 
governing body and social status.  The study disclosed that the socio-economic characteristics 
of investors (age, gender, marital status, educational qualifications and monthly income) have 
a statistically significant impact on the investment decisions of individual investors. The study 
has made a theoretical contribution and proffers many useful practical implications to the 
investors, practitioners and policy makers. 
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1. Introduction to the Study 
 

Capital investment decisions are vital at both firm level and national level (Northcott, 1995). 
At the firm level, capital investment decisions would have implications for many aspects of 
company operations and the results have a crucial effect on survival, profitability and growth. 
At the national level, healthy planning and allocation of capital investment are crucial for an 
efficient use of other resources; on the other hand, poor investment negatively affects the 
productivity of labour, materials and the economy’s potential output. Therefore, study on 
factors influencing individual investors decision making receives significant attention. 
 

Investors differ from one another in different aspects and demographic factors, as socio-
economic, education, sex, race, age and experience in the field. Different sets of factors have 
been used in various studies that influence stock selection process of individual investors in Sri 
Lanka (Ponnamperuma, 2003; Kengatharan & Kengatharan, 2014; Gunathilaka, 2014; 
Menike, Dunusinghe & Ranasinghe,2015; Perera,2016; Subramaniyam & Velnampy,2017). It 
generally believed that investment decisions are a function of several factors such as market 
characteristics, behavioural factors and individual risk profiles, in addition to the general 
accounting information. Individual investors need to determine the factors which are 
influencing their investment decision, however most of them are face difficulties to identify 
that to make effective investment decisions in Sri Lanka. 
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Sri Lanka faced more challenges in the past such as 30 years civil war, natural disaster 
(tsunami) and political issues. These critical factors affect investor’s decision making through 
changing their attitudes and thoughts on investments. During this critical period, investment 
market in North part of Sri Lanka did not have the stability because investors were not ready 
to invest their money in the market. Generally, investors are expecting to earn more return 
with lower risk therefore they should decide about their decisions with changing the 
environment. The investor decision making plays an important role in the investors' return, 
but factors influencing decision making of individual can be differ from individual to individual 
because of their different socio, economic and psychological factors. Beyond the laws and 
regulations of investment decisions making in stock market, certain factors are influencing 
investment decisions of investors. Major focuses of the previous studies are on institutional 
investor and less attention has been giving to retail equity investor behaviour. Moreover, 
majority of these studies are in the context of on developed countries with limited focus on 
developing countries. Especially, there are very few studies focused on factors influencing 
individual investors decision making in Sri Lanka (Kengatharan & Kengatharan, 2014; Menika, 
Dunusinghe & Ranasinghe, 2015; Udeepa, 2015) and lack of studies carried out in North Part 
of Sri Lanka as it was severely affected by civil war. Therefore, this current study tries to fill 
this research gap by identifying the factors that influence on decision making of individual 
investors. The fundamental questions arising for this study are: What are the most important 
factors that influence the individual investors' investments decision making in the Colombo 
Stock Market?How these factors are connected to the investors’ socio-economic characteristics 
in the Stock Market? Therefore, objectives of the study are: to identify factors that influence on 
investment decisions of individual investors and to explore how these factors are connected to 
the investors’ socio-economic characteristics in the Sri Lankan Stock Market. 
 

2. Literature Review 
 

Capital investment decisions invariably involve large sums of money over the long period. 
‘Capital investment decisions are critical in managing strategic change and sustaining long 
term corporate performance’ (Emmanuel, Harris & Komakech,2010, p.477). Therefore, the 
factors influencing on investment decisions have been given much concentration by the 
researchers, Gunathilaka (2014) studied the factors influencing stock selection decision of 
retail investors in Colombo Stock Exchange with 168 participants. Results of his study revealed 
that the firm's perceived value is the most influencing factor in the investment in equity. The 
study further identified that accounting information, advocate's recommendation and self-
image/ firm- image are also significant factors to influence the stock selection. 
 

Obamuyi (2013) focused a study to determine the most influencing factors on investment 
decision of individual investors and to explore the relationship between these factors and 
investor's socio-economic characteristics in Nigerian Capital Market. Study used convenient 
sampling method to select 297 investors and data was collected through structured 
questionnaire. Results of the study identified the following factors as most influencing factors: 
past performance of the company's stock, expected stock split/ capital increases/bonus, 
dividend policy, expected corporate earnings and get rich quick. Also, the study found out that 
the socio-economic characteristics of investors: age, gender, marital status and educational 
qualification significantly influenced on investment decisions. 
 

Sadiq and Ishaq (2014) conducted a study to examine the effect of demographic factors on 
investors level of risk tolerance on the choice of investment with 100 investors from two cities 
of Pakistan. Results of their study indicated that demographic factors of investors: academic 
education, income level, investment knowledge and investment experience effect the investors 
level of risk tolerance. Further, study revealed that gender, marital status, occupation and 
family size did not show any effect on investment level of risk tolerance. There is another study 
carried out to examine the impact of demographical factors on investment decision on 
Vietnam Stock Market by Ton and Nguyen in 2014. Results of their study made known that 
the demographic factors (gender, age and marital status) influenced on the decision making 
of investors on Vietnam Stock Market.  
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Udeepa (2015) tried to find out the factors influencing investment decisions of investors in 
Colombo Stock Exchange and also tried to evaluate the relationship between these factors and 
demographic characteristics of individual investors. 162 respondents were chosen using 
convenient sampling method and structured questionnaire was used to collect data. Past 
performance of the company stock, expected corporate earnings, dividend policy, get rich 
quick, marketability of the company were identified as most influencing factors. There were 
some least influencing factors also identified in this study including religious reasons, 
rumours, loyalty to the company's products, government has share in the company and 
insider's information. Finally, this study found the demographic characteristics of investors 
(age, gender, marital status, income per month and educational qualifications) were 
significantly influenced on individual investors investment decision. Menika, Dunusinghe and 
Ranasinghe (2015) conducted a study to examine whether behavioural factors and contextual 
factors influence on irrational behaviour of individual investors in Colombo Stock Exchange. 
Results revealed that herding, heuristics, prospect, market and contextual factors influenced 
investment decisions. 
 

Rosemary and Bitrus (2016) conducted a study with the aim to identify the fundamental 
factors influencing individual investors in the shares of Nigerian capital market. Primary data 
was collected from 130 individuals using structured questionnaires. Study identified the 
followings influencing factors on individual investors decision making: past performance, 
expected bonus issue, growth potential, future dividend and the profitability of the company. 
Chavali and Mohanraj (2016) studied to examine the impact of demographic variables and 
risk tolerance on investment decisions in India. 110 investors participated in the survey and 
data was collected using questionnaires. The study found that gender had an impact on the 
investment pattern and decision making of respondents. 
 

Perera (2016) examined the influence of investor's gender attitudes on investor behaviour in 
Colombo Stock Exchange. The Outcome of the study revealed that individual's gender 
differences significantly influenced on cognitive factors, emotional factors and herding factors. 
Also study found that there was a strong correlation among the investor's demographic factors, 
market factors, risk bearing capacity, lifestyle characteristics and behaviour. 
 

There was another study conducted by Patel and Modi in 2017 to examine the impact of 
demographic factors: gender, age, marital status, education, income and family members on 
investor's tolerance and investment preferences. Data was collected using structured 
questionnaire from 100 investors from Gujarat region and they were selected using convenient 
sampling technique. Findings of their study revealed that age, gender, income had impact on 
investment decision making.  
 

Khanam (2017) carried out a study with randomly selected 300 investors of Dhaka Stock 
Exchange to evaluate the impact of demographic factors on the decisions of investors during 
dividend declaration. Findings of the study illustrated that relationship between demographic 
factors (age, educational level, occupation, experience and income level of investors) and 
investment decision of the investors.  
 

With the evidence of literature survey, it has been notified that very few studies have been 
conducted in Sri Lanka. Therefore, this study tries to identify the most important factors 
influencing on investment decisions and to explore how these factors are related to socio-
economic factors of individual investors. 
 

Following hypothesis has been formulated for this study: 
 

H1: Socio-economic characteristics of individual investors (gender, age, marital status, 
educational qualification and monthly income) have significant influence on individual 
investors investment decision making. 
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3. Data Collection 
 

The current study is based on a field survey and the appropriate data was collected using 
structure questionnaire from 272 individual investors from Northern Province of Sri Lanka. 
Participants were selected using convenient sample method and 600 individual investors were 
selected for this survey. Field survey was conducted from March to August 2018. However, 
only 272 were usable for this survey. 
 

4. Analysis 
 

4.1 Descriptive Statistics of Survey Respondents 
 

Following table describes descriptive statistics of investors Socio-Economic Characteristics 
 

Table 1: Investors' Socio-Economic Characteristics 

 

The socio-economic characteristics of participant reflected in table 1. The sample consisted of 
201 male (73.9%) and 71 female (26.1%) investors. 
 

Age distribution in the sample was categorized as 18-25, 26-35, 36-45, 45-55 and over 55. Age 
range between 26-35 is highly represented in the sample which was 34.2% of the sample. Age 
ranges above 55 was less represented in the sample which was 7 %. Respondents proportion 
was 22.1% consisted 36-45 years of age range and 18.8% consisted 18-25 years of age range. 
 

In terms of marital status, 64.3 % of investors (N= 175) were married and 31.6 % of investors 
were not married (N= 86), 4% of investors were divorced (N=11). 
 

Education level of the investors were categorized into six groups such as Ordinary Level (O/L), 
Advanced Level (A/L), Certificate/ Diploma Holder, Degree holders, Postgraduates and Other 
qualification. Highest percentage of the respondents was 30.9% belonged to Advanced Level 
qualification. Second higher percentage of respondents was 29.8 % belonged to degree holders 
and 15.1 % belonged to diploma qualification. Very small percentage of respondents was 7 % 
consisted of other qualifications. Income distribution in the sample was categorized as LKR 
50,000 or less, 50,001- 75,000, 75,000-100,000, 100,000 - 125,000, 125,000 - 1500,000 and 
over 150,000. Income between 50,000-75,000 is highly represented in the sample which was 
40.4% of the sample. Income between 125,000- 150,000 was less represented in the sample 
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which was 2.9 %. Respondents proportion was 38.6% consisted 50,000 or less income and 
13.6% consisted 75,000-100,000 range of income. 
 

Table 2: Factors influencing investment decisions in the Sri Lankan stock market 
 

 
 

There are 29 factors have been considered in this study and means and standard deviations 
for each factors are presented in the table 2. According to the results presented in the table 2, 
8 factors have been identified as most influencing factors on investment decisions in Sri 
Lankan stock market as those factors have mean values above 3.75. Identified factors were : 
Past performance of the firm (M=4.04, SD = .819), Company Stability (M= 4.00, SD = .756), 
Firm Goodwill (M= 3.97, SD = .736), Dividend Paid (M= 3.94 , SD = .937), Firm Reputation 
in the Industry (M= 3.94 = .744), Expected Earnings (M= 3.88, SD = .961), Expected Dividend 
(M= 3.80 , SD = .999) and Maximizing Profit/ Return (M= 3.80, SD = .857). Also, it was 
notified that there were seven least influencing factors on individual investors characteristics 
as those have mean value less than 3. least influencing factors were Opinions of firm majority 
stockholders (M= 2.94, SD = .913), Easy to obtaining borrowing funds (M= 2.86, SD = .729), 
Diversification needs (M = 2.84, SD = .886), Friends and co-workers opinion (M = 2.82, SD = 
.910), Family members opinion (M= 2.74, SD = .929) Firm's governing body (M= 2.56, SD = 
.912) and Social Statistics (M = 2.47, SD = .933). Findings of the study: most influencing 
factors in terms of past performance of the firm, expected earnings and dividend paid is 
consistent with the Obamuyi (2013) and Udeepa (2015).  
 

4.2 Socio Economic Factors and Factors Influencing Investment Decisions 
 

Following section explains the relationship between socio economic factors and factors 
influencing on investment decisions. 
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4.2.1 Gender Differences and Factors Influencing on Investment Decisions 
 

Table 3: T-Test of gender differences and factors influencing on investment decisions 
 

 
Identified, most influential factors were included in the t test to examine the influence of 
gender differences on the factors influencing on investment decisions. As t test results shown 
in the table 3, t-value is significant for the past performance of the firm (t=3.168, p<.05), 
expected earnings (t=3.209, p<.05) and expected dividend (t=2.681, p<.05). Therefore, it can 
be inferred that there was a significant difference for gender in the factors of past performance 
of the firm, expected earnings, expected dividend. However, it has been observed that the 
influencing factors of company stability (t=1.602, p>.05), firm goodwill (t=0.033, p>05), 
dividend paid (t=1.613, p>.05), firm reputation in industry (t=-.616, p>.05) and maximizing 
profit/returns (t=-.167, p>.05) did not show any significant differences with gender 
differences. Findings of the study consisted of findings of Obamuyi (2013); Patel and Modi 
(2017); Ton and Nguyen (2014); Chavali and Mohanraj (2016). 
 

4.2.2  Age Groups and Investors' Investment Decision Making 
 

It was performed one-way ANOVA to examine the relationship between different age groups 
of participants and identified factors influencing on investment decision making. Results are 
presented in the table 4. 
 

Table 4: Influence of Age Groups on Factors Influencing Investors' Investment Decisions 

 
 

As results of the ANOVA shown in table 4, there was a statistically significant difference 
between age groups and four influencing factors out of eight most influencing factors(past 
performance of the performance (F (04, 267) = 3.295, p< 0.05); dividend paid (F (04, 267) = 
5.768, p< 0.05);   expected earnings (F (04, 267) = 8.638, p< 0.05); and expected dividend (F 
(04, 267) = 8.073, p< 0.05). It implies that age groups were significantly related to past 
performance of firm, dividend paid, expected earnings and expected dividend. Further, it was 
revealed that there was no significant different between age groups and other four influencing 
factors on investment decision making (company stability (F (04, 267) = 1.433, p> 0.05); firm 
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goodwill(F (04, 267) = 2.345, p> 0.05);   firm reputation in industry(F (04, 267) = .250, p> 
0.05); and maximizing profit/returns (F (04, 267) = 1.794, p> 0.05). 
 

The homogeneity of variance of the age groups for the factors which were significantly differ 
with age groups in the ANOVA were performed and results are presented in table 5. 

 

Levene's test for homogeneity of variances tests whether the variance in scores is the same for 
each of the five groups. As per the results presented in table 5, past performance of the firm, 
expected earnings and expected dividend have violated the assumption of homogeneity of 
variances as they have significant value (p< 0.05) for Levene statistics. However, divined paid 
had p = 0.877 value for Levene test, therefore homogeneity assumption has not violated. As 
three factors mentioned above have violated the homogeneity assumption it was further 
performed the Rebust Test of Equality of Means (Welch test) and results are presented in table 
6. 

Table 6: Rebust Test of Equality of Means 

 
Welch test found to be significant for all variables in table 6. Therefore, Games-Howell post 
hoc test was performed for multiple comparison and results presented in table 7.As per the 
results presented in table 7, the Games-Howell post hoc test of multiple comparisons for 
significance implies that the investors with the over 55 years were significantly different from 
those with years of 18-25 and 26-35 in terms of the influencing factors: past performance of 
the firm and expected earnings. However, dividend paid and expected dividend factors of 
investors with the 45-55 years and over 55 significantly differed from those with years of 18-
25 and 26-35. 
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Table 7: Games-Howell post hoc test for multiple comparison 
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4.2.3 Marital Status and Investors' Investment Decision Making 

 
 

As results of the ANOVA shown in table 8, there was a statistically significant difference 
between marital status and expected dividend (F (02, 269) = 3.742, p< 0.05). It implies that 
marital status were significantly related to expected dividend. As per the ANOVA results 
presented in the table 8, It was noted that there was no significant different between marital 
status and all other seven influencing factors on investment decision making. The 
homogeneity of variance of the marital status for the dividend paid was performed and results 
are presented in table 9. 
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Levene's test of homogeneity of variance of the marital status was performed and ascertained 
Levene's test was significant (F (2,269 = 1.114, p = 0.030)). Therefore, the assumption of 
homogeneity of variance was violated. Thus, this violation was warranted to perform Rebust 
Tests of Equality of Means and results was found to be significant in table 10. Therefore, the 
Games-Howell post hoc test was pertained. 
 

 

 
 

From the table 11, the Gems-Howell post hoc test of multiple comparisons for significance 
implied that the single status (M= 3.63) was significantly different from the married status 
(M= 3.95), with mean difference of .326 and a p value of .040. However, the single and 
divorced groups did not differ significantly. 
 

4.2.4 Educational Qualification and Factors Influencing on Investors'   
           Investment Decision Making 
 

Table 12indicates the results of one-way ANOVA test between the different educational groups 
of participants and the identified most influencing factors on investment decisions. 
 

Table 12: Influences on educational qualifications on individual investors decision making 

 
As results of the ANOVA shown in table 12, there was a statistically significant difference 
between level of educational qualification and three influencing factors out of eight most 
influencing factors (dividend paid (F (05, 266) = 6.054, p< 0.05); expected earnings (F (05, 
266) = 4.269, p< 0.05); and expected dividend (F (05, 266) = 3.812, p< 0.05). It implies that 
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levels of educational qualification were significantly related to dividend paid, expected 
earnings and expected dividend. Further, it was revealed that there was no significant different 
between levels of educational qualifications and  other five influencing factors on investment 
decision making (past performance of the firm (F (05, 266) = 2.041, p> 0.05); company 
stability (F (05, 266) = 1.860, p> 0.05); firm goodwill(F (05, 266) = 1.768, p> 0.05);   firm 
reputation in industry (F (04, 267) = .547, p> 0.05); and maximizing profit/returns (F (05, 
266) = 1.127, p> 0.05). 
 

The homogeneity of variance of the groups of educational qualification for the significant 
factors in the ANOVA performed and results are presented in table 13. 
 

 
Levene's test for homogeneity of variances tests whether the variance in scores is the same for 
each educational group. As per the results presented in table 13 expected earnings has violated 
the assumption of homogeneity of variances as it has significant value (p< 0.05) for Levene 
statistics. However, divined paid (p = 0.082) and expected dividend (p= .051) have not 
violated the assumption. It was further performed the Rebust Test of Equality of Means 
(Welch test) and results are presented in table 14. 
 

 

Welch test have been found to be significant for all variables in table 14. Therefore, Games-
Howell post hoc test is performed for multiple comparison. 
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Table 15: Games- Howell Post Hoc Test of Multiple Comparisons 
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Games-Howell post hoc test of multiple comparisons revealed that the dividend paid factor of 
investors with post graduate degree were significantly different from investors with the 
educational qualification of G.C.E.O/L or Less, G.C.E.A/L and Diploma. The mean differences 
between the postgraduate degree holders and the educational groups of G.C.E.O/L or Less, 
G.C.E.A/L and Diploma are .623,1.077,.827 and .601 respectively. Also investors with the 
G.C.E.(O/L) was significantly different with the bachelor degree holders with the mean 
difference was .623. Therefore, it could be concluded that there was a significance difference 
in the dividend paid factor of individual investors on the their educational qualifications. 
Further, results illustrated that the expected earnings of investors with G.C.E.(A/L) was 
significantly different with the bachelor degree (mean difference = .566) and Postgraduate 
degree (mean difference = .662). Finally, the expected dividend factor of investor with the 
postgraduate degree was significantly different from investors with the G.C.E.(O/L), 
G.C.E.(A/L), Diploma and bachelor degree. 5% level of significant mean differences were .802, 
.812, .929 and .588 respectively. 
 

4.2.5 Monthly Income and Factors Influencing on Investors Decision Making 
 

Table 16: Impact of different income groups on Factors influencing investors decision making 
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As results of the ANOVA shown in table 16, there was a statistically significant difference 
between  different income groups  and four influencing factors out of eight most influencing 
factors(company stability (F (04, 267) = 4.271, p= 0.002); firm goodwill (F (04, 267) = 2.537, 
p= 0.040); dividend paid (F (04, 267) = 2.515, p = 0.042); and expected dividend (F (04, 267) 
= 2.950, p= 0.021). It explained that different income groups are significantly related to 
company stability, firm goodwill, dividend paid and expected dividend. Further, it was 
revealed that there was no significant difference between different income groups and  other 
four influencing factors on investment decision making (past performance of the firm (F (04, 
267) = 1.070, p= 0.372); firm reputation in the industry (F (04, 267) = .586, p= 0.673); 
expected earnings (F (04, 267) = 1.350, p= 0.252) and maximizing profit/returns (F (04, 266) 
= .982, p> 0.418). 
 

The homogeneity of variance of the different income groups for the significant factors in the 
ANOVA were performed and results are presented in table 17. 

 
Levene's test for homogeneity of variances tests whether the variance in scores is the same for 
each income groups. As per the results presented in table 17, expected dividend has violated 
the assumption of homogeneity of variances as it has significant value (p < 0.05) for Levene 
statistics. However, company stability (p= .754), firm goodwill (p= .759), and divined paid (p 
= 0.195) have not violated the assumption. It was further performed the Rebust Test of 
Equality of Means (Welch test) and results are presented in table 18. 
 

 
Welch test have been found to be significant for all variables in table 18. Therefore, Games-
Howell post hoc test is performed for multiple comparison. 
 

Games-Howell post hoc test of multiple comparisons exposed that the company stability factor 
of investors with monthly income of LKR 50,000 or less were significantly different from 
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investors with the monthly income 75,000-100,000 and 125000 - 150,000. The mean 
differences between the monthly income group of LKR 50,000 or less and the income group 
of 75,000-100,000 and 125000-150000 are .407 and .815 respectively. Firm goodwill and 
dividend paid factors did not show any differences between the income group of investors. 
However, expected dividend factor of investor with the income of LKR 50,000 or less were 
significantly different with the monthly income 75,000-100,000 and 125000 - 150,000. The 
mean differences between the monthly income group of LKR 50,000 or less and the income 
group of 75,000-100,000 and 125000-150000 are .513 and .824 respectively. 
 

Results of the study was supported with the hypothesis of the study that socio economic 
characteristics of individual investors (gender, age, marital status, educational qualification 
and monthly income) have significant influence on individual investors investment decision 
making. 

 

Conclusion 
 

Aims of the study were to identify factors that influence on investment decisions of individual 
investors and to look at how these factors are connected to the investors’ socio-economic 
characteristics in the Sri Lankan Stock Market. The study covers individual investors from all 
five districts belong to the Northern Province of Sri Lanka and data were marshalled from 272 
individual investors with a self-administrated questionnaire using a convenient sampling 
technique. The collected data were then analysed with a number of statistical techniques 
including Independent t- test, Analysis of variance (ANOVA) and relevant post hoc tests. The 
study identified eight most influential factors on investment decisions: past performance of 
the company’s stock, company stability, firm's goodwill, firm's reputation in the industry, 
dividend paid, expected corporate earnings and expected dividend. Further results highlighted 
seven least influencing factors on investment decisions: opinions of firm's majority 
stockholders, easy to obtaining borrowing funds, diversification needs, friends/co-workers' 
opinions, forms governing body and social status.  The study disclosed that the socio-economic 
characteristics of investors (age, gender, marital status, educational qualifications and 
monthly income) have a statistically significant impact on the investment decisions of 
individual investors. The study has made a theoretical contribution and proffers many useful 
practical implications to the investors, practitioners and policy makers. 
 

Investors have got awareness on the most influencing factors in order to achieve their ultimate 
objective of maximizing wealth. Policy makers and administers of the companies have 
identified which factors are focusing by investors to make their investment decisions. 
Therefore, current study identified eight most important factors and seven least important 
factors to influence their investment decisions. Also then it was identified how these most 
important factors related to socio economic factors of investors. 
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