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Abstract 

Investment decision making is an important step in the process of investment. Investors need 

to decide the objective of investment, the maximum amount of risk they are willing to bear, 

frequency and period of investment. However, fundamental factors and demographic and 

psychological factors of investors may affect the investment decision making. This study 

aims to examine the association between the demographic factors and investment decision 

making. The population for the study are the selected state sector employees in Jaffna 

District, Sri Lanka and data for the study were collected from188 respondents. It is concluded 

that sex, age and civil status associate with investment objective, whereas, demographic 

factors such as age, educational qualification, investment experience and monthly income 

associate with risk tolerance of investors. It is also found that age, educational qualification, 

and monthly income associate with frequency of investment. Sex, age, civil status, 

educational qualification and monthly income associate with period of investment. 
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Introduction 

The current income of an individual household may be used for purchasing goods and 

services in order to satisfy the current consumption needs or may be saved for  purchasing 

goods and services that he/she may require in the future. Savings can be considered as a 

critical variable indicating the capacity and willingness of an economic unit to forego current 

consumption by channeling a part of the resources to capital formation. The individuals who 

have savings for the purpose of future consumption need a repository for their savings up to 

the date of their future consumption and it results in the concept of  investment. The saved 

money need to be invested in some productive assets for the purpose of protecting it's real 
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value and to obtain other benefits. Investment in productive assets will support to improve the 

national product or per capita income and lifts the standards of living of the People. 

 

According to Fischer and Jordan (2002) investment is the commitment of funds made in the 

expectation of some positive rate of return. It is the conversion of cash or money into a 

monetary asset or a claim on future money for a return. Thus Investment refers to the 

employment of funds to asset with the aim of achieving additional income or growth in value 

over a given period of time. Safety of principal amount, liquidity, income stability, 

appreciation and easy transferability are the major features of an investment.   

 

In the process of investment, investment decision making play a critical role. Investment 

process begins with the decision on the objective of investment. Investors need to make 

various decisions such as where to invest, when to invest and how to invest. Generally 

investors make investment with the objective of maximising their return and minimising the 

risk. However the investment decisions taken by the investor may affect the achievement of 

these objectives. Fisher and Statman (1997) argued that investment decision making is a 

complex activity because investors need to consider various financial and non financial 

factors in addition to return and risk when making investment decision. Since the 

environment is dynamic, there are continuous changes in these factors.  

 

The Jaffna district is located in the Northern Province of Sri Lanka. and a considerable  

proportion of the people in the Jaffna district are state sector employees. The people in this 

study area exhibits better saving habit. However, for the development of a nation and a 

region, these efficient savers should be converted as effective investors. Therefore it is very 

essential to study the effect of demographic factors on investment decision making pattern of 

them because investment decision making depends on various factors including demographic 

factors. The findings of this study can help to identify the nature of the investment behaviour 

of the people in this region based on demographic factors and to improve the quality and 

productivity of investments made by them.  It will also help to policy makers and financial 

institutions in designing financial products.  

 

Research Problem 

 

Investments are considered as powerful tools in the alleviation of poverty. Investing even a 

tiny amount will produce considerable returns over the long term. But investors need to make 

correct investment decisions carefully. Today, various investment avenues such as shares, 

debentures, bank deposit schemes, gold and silver, real estate and life insurance are available 

and they have different features to match with the needs of investors. Selection of one or 

more investment avenues which meet their expectations is a challenging task for investors. 

To do this task successfully investors need to know the investment options and their features 

thoroughly. In addition, the success of an investment decision may be affected by various 

social, economical, political factors and demographic and behavioural factors of investors.  

Various studies were conducted to examine the effect of demographic factors on investment 

decision making and they found that different set of  demographic factors influence the 

investment decision making in different manner. 

Shaikh and Kalikudrikar (2011) stated that demographic factors have an impact on individual  

investors' investment decisions. Kabra, Mishra & Dash (2010) found that investor’s age and 

gender are the important factors which decide the risk tolerance of investors. Sung and Hanna 

(1996) observed variations in risk tolerance in terms of education, gender, ethnic groups and 
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marital status. Subramaniam and Athiyaman (2016) found that age, education, investment 

experience and income of the investors associate with their risk tolerance, however, gender, 

occupation and civil status do not relate with risk tolerance. Similarly, Grable and Joo (1999) 

observed an insignificant relationship between gender and risk tolerance. Further, 

Kannadhasan (2006) indicated that investment decision of the individual investors depends 

on gender, age, marital status, educational level, income level, awareness, preference and risk 

bearing capacity.  According to Bhatt and  Bhatt (2012), females are conservative while 

investing, whereas males are aggressive and  there is no significant association between the 

marital Status and the investment choice made by  investors. Schmidt and Sevak (2006) 

observed difference in wealth accumulation on the basis of gender and marital status among 

the US households. Ramesh and Geetha (2012) found that all the demographic variables 

associated with the frequency of investment whereas  gender, age, education and occupation 

have no significant impact on the period of investments made by the investors. Thus this 

study attempts to identify the association between demographic factors and the investment 

decisions of the selected state sector employees in the Jaffna District, Sri Lanka 

Objectives of the Study  

The objectives of this study are: 

 To identify the association between the demographic factors and the investment 

decisions of the selected state sector employees in the Jaffna District, Sri Lanka. 

 To provide suggestions to investors for improving the quality of their investment 

decisions. 

 

Review of Literature 

Chalam, Murty & Sivanageswara Rao (2014) conducted a survey in West Godavari District 

of Andhra Pradesh, to identify the effect of socio- economic variables in investment decision 

making of small investors. It was concluded that gender, civil status, income  has an effect on 

the investment objective of investors. Female, unmarried and low income investors have 

given more priority to quick gains whereas male and married investors have provided more 

attention to liquidity. Similarly, liquidity is important for the investors with less experience 

and the investors with moderate level of experience given more attention to capital 

appreciation. Safety is the important factor for the investors with high experience. However, 

age of the investors has no effect on the investment objective decisions. 

 

According to Sellappan, Jamuna & Kavitha (2013) marital status related with the selection of  

investment avenues. Married women do not prefer  to invest in high risky securities and  

shares, mutual funds, insurance and fixed deposits are the most preferred investment avenues 

among the younger women and most of the women in middle age like to invest in real estate. 

  

Patel and Patel (2012) made an attempt to investigate the investment pattern of people 

employed in private sector and concluded that the most preferred investment avenues of the 

male investors are stock market followed by mutual fund , real estate and government 

securities. Whereas  the most preferred avenues of the female investors are government 

securities followed by gold, mutual fund and stock market. The primary objective of 

investment for male respondents is getting higher returns and safety for female respondents. 

Jain and Mandot (2012) examined the effect  of demographic factors on investment decision 

of investors in Rajasthan, India and found that age, educational qualification and occupation 

are negatively associated with the level of risk taken by investors whereas income of 
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investors is positively correlated with the risk taking ability of investors. There is no 

association between gender and risk taking behaviour.  

Yusof (2015) investigated the  financial decision making and risk tolerance of employed 

Malaysian investors and observed that  risk tolerant level of male respondents are higher than 

the female and older respondents are more risk averse than the younger respondents. In 

addition, investors with higher educational level are tend to be less risk averse. 

Sadiq and Ishaq (2014) made an attempt to study the effect of demographic factors on the risk 

taking behavior of investors during the choice of investment in Pakistan and observed that 

academic qualification, income level and investment experience of investors are positively 

associated with their level of risk tolerance. However, age is negatively correlated with  risk 

tolerant level of investors and  occupation, gender and marital status have no significant 

effect on the risk tolerance of investors. 

Lutfi (2010) observed that the most of male and single respondents invest in capital market, 

while majority of female and married respondents deposit their money in banks. Similarly, 

single and high income investors are risk seekers whereas majority of married and low 

income respondents are risk averters. 

According to Rajdev (2013), in making the investment decision females are conservative 

whereas males are aggressive and female investors are reluctant to invest in shares and bonds 

which are classified as risky investments. Marital status has no effect on the investor’s 

choice. 

Rao and Chalam (2013) stated that quick gain is the investment objective for female investors 

whereas liquidity is important for male investors. Similarly, investment objective of investors 

with school education is safety and liquidity is the most preferred objective of graduates. The 

investment objective of investors with medium and high level of income is liquidity and 

quick gain is the most important objective of low income group investors. 

Mittal and Vyas (2008) made an attempt to classify the investors based on their relative risk 

taking capacity and the type of investment avenue they select. Authors found that 

demographic factors such as age, income, education and marital status have an impact on  

individual's investment decision.  

Rajarajan  (2003) examined the effect of the demographic factors on investment decision and 

found that there is a strong association between income and risk bearing capacity of the 

investors.  

Chaturvedi and Khare (2012) observed that bank deposits is the first choice of investment 

avenue among the household of India and it is followed by small saving schemes and life 

insurance policies. Further safety is identified as the primary investment objective of them , 

followed by generation of income, liquidity and capital apprecition. 

 

Bhatt (2013) examined the investment and trading pattern of individuals dealing in stock 

market and concluded that safety of the investment is the critical factor in investment 

decision making. Furthermore, age, education and occupation affect the investment decision 

of individuals dealing in stock market. 

 

Nwibo and Mbam (2013) investigated the determinants of savings and investment capacities 

of farming households in Nigeria  and found that educational level, farming experience and 
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household income have positive impact on the savings and investment of farming household 

however, age and household size have negative impact.  

Barber and Odean (2001) investigated the behaviour of more than 35,000 investors in share 

markets and found that men trade 1.5 times more frequently than women. They also argued 

that male investors tend to take more risk and make poor investment decisions. 

Arrow (1964) argued that  investors with a reasonable wealth has higher risk tolerance than 

their less wealthy counterparts because they have marginal utility schedule with high 

elasticity. 

Lewellen, Lease & Schlarbaum (1977) proved that elderly investors tend to invest in less 

volatile safer assets than younger investors and their objective of investment is to earn stable 

dividend income rather than substantial capital gains. They also mentioned that investors with 

higher level of initial wealth exhibit much interest on long term goals.   

According to Baker and  Haslem (1974) risk tolerance of investors is influenced by age, sex, 

marital status, education and current income in the respective order of significance. 

Haynes and Helms (1990) argued that the composition of portfolio is indifferent for married 

couples and single men. Married couples have a higher tendency on allocating their wealth in 

real estates, common stocks and corporate bonds, whereas single women preferred to hold 

less risky government bonds.  

Data Collection 

It is a primary data based study and the relevant data was collected through a structured 

questionnaire form the employees of few selected state sectors such as health, postal, 

education and public administration in Jaffna District, under convenient sampling technique. 

200 questionnaires were issued and 194 were returned. Finally, 188 usable questionnaires 

were used for the study. 

 

Methodology 

This study attempts to identify the association between  demographic factors of selected state 

sector employees in the Jaffna District, Sri Lanka and their investment decision making. The 

demographic factors such as gender, age, civil status, income, occupation, investment 

experience and educational level are considered as independent variables whereas investment 

objective, risk tolerance level, frequency of investment and period of investment are 

considered as dependent variables.  

Hypotheses 

The following hypotheses are formulated for the study. 

Hypothesis1:  

H0: There is no significant association  between demographic factors of selected state 

sector employees and the investment objective of them. 

H1: There is a significant association  between demographic factors of selected state 

sector employees and the investment objective of them. 

 

Hypothesis2: 

H0: There is no significant association between demographic factors of selected state 

sector employees and their risk tolerance. 
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H1: There is a significant association between demographic factors of selected state sector 

employees and their risk tolerance. 

 

Hypothesis3: 

H0: There is no significant association  between demographic factors of selected state 

sector employees and frequency of investment made by them. 

H1: There is a significant association  between demographic factors of selected state 

sector employees and frequency of investment made by them. 

 

Hypothesis 4: 

H0: There is no significant association  between demographic factors of selected state 

sector employees and period of investment. 

H1: There is a significant association  between demographic factors of selected state 

sector employees and period of investment. 

 

Statistical Tools Used in the Study 

Percentage analysis and Chi-square test are used in the study and mainly  Chi-square test is 

used to identify the association between demographic factors and investment decision. 

Profile of Respondents 

The number of respondents selected for the study based on the demographic factors are given 

in table 1. 

 

Table 1: Profile of Respondents 

Demographic Factors Number of 

Respondents 

Percentage 

Gender Male 101 53.7 

 Female 87 46.3 

Age <25 15 8.0 

 25-35 39 20.7 

 36-45 39 20.7 

 46-55 73 38.8 

 >55 22 11.7 

Civil Status Single 34 18.1 

 Married 154 81.9 

Educational 

Qualification 
G.C.E.O/L 34 18.1 

 G.C.E. A/L 71 37.8 

 Graduate 64 34.0 

 Post Graduate 19 10.1 

Investment 

Experience 
<3 Years 21 11.2 

 3-6 Years 60 31.9 

 7-9 Years 83 44.1 

 >9 Years 24 12.8 

Occupation Low Level 38 20.2 
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 Middle Level 91 48.4 

 Professional Level 59 31.4 

Monthly 

Income 
<25000 10 5.3 

 25000-35000 65 34.6 

 35001-45000 69 36.7 

 45001-55000 32 17.0 

 >55000 12 6.4 

 

Table 1 shows that  53.7%  of the respondents are male and 46.3% of them are female. 38.8% 

of the respondents are in the age group of 46-55 years and 81.9% of them are married.  

Analysis and Interpretation 

The details of the pattern of preference of various investment alternatives are shown in table 

2.  

Table 2:  Investment  Preference Pattern 

Investment  Avenue Frequency Percentage 

Shares 21 11.2 

Debentures 2 1.1 

Fixed deposits 112 59.6 

Gold 5 2.7 

Real estate 34 18.1 

Insurance 14 7.4 

Total 188 100.0 

 

Table 2 shows the avenues in which investments are made by the investors. Accordingly, 

majority of the respondents constituting 59.6% preferred to make their investment in fixed 

deposits, whereas, less number of respondents (1.1%) made their investment in debentures. 

Other investment avenues are in between. 

Due to the lower level of risk associated with fixed deposits it is the most preferred 

investment avenue among investors. In addition, the well established branch net work of 

commercial and saving banks in the Jaffna  district also facilitates investors to access this 

avenue easily. On the other hand, investors exhibited less preference on debentures due to the 

lack of awareness about this avenue. Due to the safety issues and lack of adequate locker 

facilities in the banks of this district, investors are reluctant to invest in gold also. 

 

Association between Demographic Factors and Investment Objectives 

Survey data reveals that the investment objective of the majority of the respondents (38.8%) 

is capital appreciation, followed by safety(36.7%). Only 1.6% and 1.1% of the respondents 

have the investment objective of diversification and protection against inflation respectively. 

According to the social system prevailing in the Jaffna district, dowry  system plays an 

important role in marriage of daughters in families and saving and investment activities of 

the people in this district are highly based on this aspect. In addition, the people in this 

district save and invest money in order to meet the future expenditures on higher education of 

their children. Thus capital appreciation and safety are tend to be more important to 

respondents. On the other hand, due to the lack of knowledge in the concepts of inflation and 
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diversification, the respondents provided less emphasis for the objectives of diversification 

and protection against inflation. 

 

Table 3: Relationship between Demographic Factors and Investment Objectives 

Demographic factors Pearson Chi-

Square 

Value 

df Asymp. Sig. 

(2-sided) 

Significant or 

Not Significant 

Sex 12.456 5 0.029 Significant 

Age 34.822 20 0.021 Significant 

Civil Status 13.019 5 0.023 Significant 

Educational 

Qualification 

19.383 15 0.197 Not significant 

Investment Experience 14.675 15 0.475 Not significant 

Occupation 7.979 10 0.631 Not significant 

Monthly Income 14.011 20 0.830 Not significant 

 

An attempt was made to test the Hypothesis1 which deals with the association between 

demographic factors and investment objective. 

Hypothesis1:  

H0: There is no significant association  between demographic factors of selected state 

sector employees and the investment objective of them. 

H1: There is a significant association  between demographic factors of selected state 

sector employees and the investment objective of them. 

 

Table 3 shows the results of Chi-Square test conducted to find out association between 

demographic factors and the investment objectives. According to the results there is an  

association  between demographic variables such as sex, age and civil status; and investment 

objective. but there is no association between other demographic variables such as 

educational qualification, investment experience, occupation and monthly income; and 

investment objectives. Thus the hypothesis is accepted partially. 

 

 Investment needs for the investors vary according to the sex, age and civil status. People in 

various stages of their life cycle carryout their investment activities with different objectives 

for the purpose of satisfying the needs of those stages. Most of the single, male and younger 

respondents prefer the objective of  capital appreciation whereas majority of the married, 

female and elder respondents prefer the objective of  safety. 

 

Association between Demographic Factors and Risk Tolerance Level 

According to the survey results majority of the respondents (34%)exhibited average risk 

tolerance level, whereas, only 3.2% of the respondents are ready to take very high level of 

risk. It indicates that majority of the respondents are risk averse and it is also consistent with 

their preference towards fixed deposits and the investment objective of safety. 
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Table 4:Relationships between Demographic Factors and Risk Tolerance 

Demographic factors Pearson Chi-

Square 

Value 

df Asymp. 

Sig. (2-

sided) 

Significant or Not 

Significant 

Sex 4.592 4 0.332 Not significant 

Age 63.394 16 0.000 Significant 

Civil Status 3.085 4 0.544 Not significant 

Educational 

Qualification 

48.039 12 0.000 Significant 

Investment Experience 50.463 12 0.000 Significant 

Occupation 7.983 8 0.435 Not significant 

Monthly Income 77.008 16 0.000 Significant 

 

An attempt was made to test the Hypothesis2 which relates with the association between 

demographic factors and risk tolerance. 

Hypothesis2: 

H0: There is no significant association between demographic factors of selected state 

sector employees and their risk tolerance. 

H1: There is a significant association between demographic factors of selected state sector 

employees and their risk tolerance. 

 

According to Table 4, results of the Chi-Square test to determine the association between 

demographic factors and risk tolerance indicate that demographic factors such as age, 

educational qualification, investment experience and monthly income are significantly 

associated with risk taking behaviour of investors. However the results also reveal that there 

is no significant relationship between demographic factors such as gender, civil status, and 

occupation. Thus the Hypothesis 2 is partially accepted. 

Young investors are normally more risk seekers when compared to elders. Similarly, 

investors with higher level of education and investment experience could be able to 

understand the dimensions of risk and have higher level of awareness on various risk 

management tools and techniques. Thus they are able to take more risk. Similarly, higher 

level of income also provide more risk tolerance ability to investors. 

  

Association between Demographic Factors and Frequency of Investment 

Survey data shows that 39.9% and 28.2% of the respondents have a habit of making their 

investments annually and semi annually respectively, while,  14.9% of the respondents make 

investments quarterly. State sector employees have a fixed and monthly regular income and 

they have a habit of saving a particular proportion of their monthly income. In the case of the 

state sector employees in the study area, their most preferred investment avenue is fixed 

deposits. Thus, they convert their monthly savings into investment once a year. 
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Table 5:Relationships between Demographic Factors and Frequency of Investment 

Demographic factors Pearson Chi-

Square 

Value 

df Asymp. Sig. (2-

sided) 

Significant or 

Not Significant 

Sex 2.265 3 0.519 Not significant 

Age 22.112 12 0.036 Significant 

Civil Status 1.089 3 0.780 Not significant 

Educational 

Qualification 

38.268 9 0.000 Significant 

Investment Experience 4.920 9 0.841 Not significant 

Occupation 7.730 6 0.259 Not significant 

Monthly Income 64.744 12 0.000 Significant 

 

The Chi-Square test was conducted to test the Hypothesis3. 

Hypothesis3: 

H0: There is no significant association  between demographic factors of selected state 

sector employees and frequency of investment made by them. 

H1: There is a significant association  between demographic factors of selected state 

sector employees and frequency of investment made by them. 

 

The output of the Chi-Square test to determine the relationship between demographic factors 

and frequency of investment is shown in the Table 5. There is an association between age, 

educational qualification, and monthly income; and frequency of investment. However, there 

is no association between the demographic factors such as sex, civil status, investment 

experience and occupation; and frequency of investment. Therefore the Hypothesis 3 is 

accepted partially. 

Investors with higher educational level make investment more frequently, because they have 

higher level of awareness on  various investment avenues and on the necessity to convert the 

savings kept in the low income earning assets in to investment avenues offer higher rate of 

return. Similarly higher level of monthly income also leads to higher level of  monthly 

saving. It results in more frequent investments.  

Association between Demographic Factors and Period of Investment  

According to the survey data, majority (41.5%) of the respondents prefer long term 

investments, whereas, approximately one quarter of the respondents only make short term 

investments which have a maturity period of one year or less than one year. As discussed 

earlier, the fixed deposit is the most preferred investment avenue for the respondents. Since 

fixed deposit schemes with longer maturity periods offer higher interest rates, investors invest 

their money in the long term fixed deposit schemes. In addition, since the people in the study 

area save and invest money for the long term needs such as marriage and education of their 

children, they prefer to invest in long term investments. 

An attempt was made to test the Hypothesis4 which relates with the association between 

demographic factors and period of investment. 

Hypothesis 4: 

H0: There is no significant association  between demographic factors of selected state 

sector employees and period of investment. 

H1: There is a significant association  between demographic factors of selected state 

sector employees and period of investment. 
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The results of the Chi-Square test to decide the association between demographic factors and 

period of investment exhibited in the Table 06. 

Table 06: Relationships between Demographic Factors and Period of Investment 

Demographic factors Pearson Chi-

Square 

Value 

df Asymp. Sig. 

(2-sided) 

Significant or 

Not Significant 

Sex 7.055 2 0.029 Significant 

Age 32.589 8 0.000 Significant 

Civil Status 9.350 2 0.009 Significant 

Educational 

Qualification 

13.341 6 0.038 Significant 

Investment Experience 6.760 6 0.344 Not significant 

Occupation 0.064 4 1.000 Not significant 

Monthly Income 42.545 8 0.000 Significant 

 

All the demographic factors except investment experience and occupation are significantly 

associated with the period of investment. Therefore the Hypothesis 4 is also accepted 

partially. When compared to elders, younger investors may prefer long term investments 

because they have long time horizon. Similarly, married people save and invest to achieve 

some long term objectives such as marriage and education of their children and show more 

preference on long term investments compared to single persons. In addition, people with 

higher level of monthly income have the ability to manage their unexpected expenditures 

with their higher income. Thus higher income group people can invest in long term 

investments, whereas, lower income group people, are reluctant to select long term 

investments due to the fear of future unexpected expenditures. 

 

CONCLUSION 

This study aims to identify the association between demographic factors and investment 

objective, risk tolerance, frequency of investment and period of investment. The results 

reveals that demographic factors such as sex, age and civil status associate with investment 

objective. In addition, there is an association between age, educational qualification, 

investment experience and monthly income, and risk tolerance of investors. Similarly, age, 

educational qualification, and monthly income associate with frequency of investment.  

Finally it is also found that sex, age, civil status, educational qualification and monthly 

income associate with period of investment. When making investment decisions, by 

considering the above associations investors can improve the quality of their decisions by 

eliminating various biases and errors. It is recommended that state sector employees in the 

Jaffna district should construct a balanced and diversified portfolio of investments. 

Particularly, they should consider to make investments in investment avenues other than 

fixed deposits in banks.  Investment decision making depends on psychological and other 

factors too. Therefore future researches in this area can consider those factors.   
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