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Abstract

Demographic profile and buying behaviour can be the two determinants for making
perception about the investor's objective. Evidences also suggest that factors such
as profession, gender, risk/return objectives and educational qualification affect an
individual's investment decision. So, it is important to study the dependence/relationship
between various demographic factors, and the investment personality exhibited by the
investor. This study aims to investigate the effect of the demographic profile of investors
on investment choice of both gold and non gold. The research intends to investigate
the buying behaviour of investors as gold their investment with possible reasons of
purchase, mode of purchase and options of purchase and brings out the relationship
between gold and stock market as the investment avenue and the perception towards
the gold buying behaviour. The paper is based upon primary data. Chi Square Test
of Independence has been used to test the dependence of events, skills, goals and
strategies.

Keywords: Investment, Buying Behaviour, Risk.

Introduction

old is presumed as one of the safest and secure source of investment for the Indians.
Because of its universal recognition and usage, the buying behaviour plays an important

role of the investors. The decision making of investment in gold is bounded by several
factors such as objectives, demographics and risk/returns in comparison to stock market
and other non gold investment options. Through this research, it is intended to figure out
any dependence or relationship between demographics and investment objectives as gold
as a primary investment choice. Further, various other elements of purchase such as reasons
for investment, strategy behind investment and preferences can also be established and
evaluated.
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Objectives

l To study possible dependence/independence between demographics (age, profession,
gender, and education) on the choice of gold as a primary investment avenue.

l To study possible dependence/independence between the strategy and objectives of
an investor on the choice of gold as a primary investment avenue.

l To study possible dependence/independence between demographics (age and gender)
on the return/risk objective behind investment in any avenue (gold or otherwise).

l For the investors who do consider gold as a key investment avenue, to further understand
their gold buying behaviour.

Literature Review

Investors' demographic characteristics positively correlate with investors' behaviour and type
of investment chosen. Furthermore, investors' risk behaviour positively correlates with the
type of investment. Risk seeking investors prefer to invest in capital market instruments,
than do risk avoiding investors who prefer to put their money in bank accounts and real
assets. By investing their funds in riskier assets, risk seeking investor may expect higher
returns from those assets. This research also suggests that level of education correlates
with risk behaviour and type of investment, as evidenced by previous studies (Lutfi, Schooley
and Worden, 1999). Investor's education correlates positively with their risk tolerance. Investors
with higher level of education have more knowledge and skills that are useful in making
investment decision. Having more skills, these investors tend to be more overconfident and
take more risk than those with lower level of education. (Surabaya, 20101).

Studies have also showed that there is relationship between age and risk behaviour and
type of investment. These results in with previous works that state investor's affect investment
decision. Relative young investors, those whose age are not older than forty years old,
are more productive than the old investors. On the contrary, elderly investors, especially
those who are retirements want to have more comfortable lives, and therefore they prefer
to invest in assets with more stable returns (Riley and Chow, 1992; and Evan, 20042).

Bajtelsmit, V. L. & Bernasek, A. (19963) in their research study explained for gender differences
in investment and risk-taking in an effort to help, guide data collection and identification
of relevant variables for empirical research. Wang, H. And S. Hanna,19975) concluded that
relative risk aversion decreased as people aged (i.e., the proportion of net wealth invested
in risky assets increases as people age) when other variables are held constant. They concluded
that risk tolerance increased with age and therefore rejected the constant life-cycle risk
aversion hypothesis. (Dheeraj & Mandot)

The role of gold in asset management is currently very topical. Much of the interest, however,
is related to short-term issues such as hedging the value of the dollar. From a longer term
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perspective a fairly wide consensus exists that gold retains inflation hedging properties despite
considerable fluctuations in the shorter term. Prior to the early 1970s, gold's price was
fixed to the dollar and its investment value was necessarily limited. There now exists more
than thirty years of return history to evaluate gold as a strategic asset. Earlier studies that
reported favourable evidence for the investment value of gold were generally limited by
shorter term return history, not always relevant index comparisons, unsophisticated statistical
estimation techniques and unstable and ineffective optimisation frameworks. Results show
that gold may have a comparable portfolio weight to asset classes such as small cap and
emerging markets due to its value as a diversifying asset class. A strategic allocation to
gold is dependent on portfolio risk level. It was found a small though significant allocation
of 1% to 2% at low risk and 2% to 4% in a balanced portfolio. While not statistically
significant at high risk levels, gold may provide stability in poor markets and economic climates
to long-term institutional strategic investors (Michaud & Pulvermacher, 20066)

M Surya, A Yunita, (June 20127) in their research said while gold is quite risky as an
individual asset; its returns are generally independent of those on other assets. This suggests
that gold can play an important role in a diversified portfolio. Especially in recession and
financial crisis, increasing gold investment to a higher level can reduce account volatility,
and protect one's financial future in the long run (Anil 2010; Maloney 2008; Spall 2009)
(WANG, 20128)

Research Methodology

Research Design

Descriptive Research Design

Sampling Technique

Convenience Sampling

l Sample size: 122

l Selection of Respondents: The respondents are selected on the basis of investments
made by them and specifically those which are involved in investment in gold.

Data Collection

l Primary Data

The primary data was collected with the help of questionnaires online.

l Secondary Data

The relevant secondary data was collected from various sources like journals, research
papers and internet.
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The questionnaire has been designed to study the investment behaviour, including objectives
of investment and outlook towards gold as an investment avenue for people with varied
demographics (age, gender, profession, educational qualification).

To understand the objectives of investment in gold vs. other opportunities (stocks, real estate
etc.) for various demographics, the following three aspects were considered.

l  Strategy of investment.

l  Estimation from investment (Returns)

l  Time/ style of investment.

To study the buying behaviour of investors in gold, the following aspects were considered:

l  Reasons for investments in gold.

l  What investments in gold?

l  Purpose of buying gold.

Data Analysis

The data was collected from 122 individuals across varied demographics. This data has
been analysed based on the following outlines to get key insights:

l To study possible dependence/independence between demographics (age and gender)
on the return/risk objective behind investment in any avenue (gold or otherwise).

l To study possible dependence/independence between demographics (age, profession,
gender, and education) on the choice of gold as a primary investment avenue.

l To study possible dependence/independence between the strategy and objectives of
an investor on the choice of gold as a primary investment avenue.

l For the investors who do consider gold as a key investment avenue, to further understand
their gold buying behaviour.

For the first three outlines above, chi-square tests of independence were applied with a
significance level of 5%. For the fourth outline, frequency analysis of the responses from
the individuals who do invest in gold was done to get insights.

Discussion and Interpretation of Data

Correlation

In the world of finance, a statistical measure of how two securities moves in relation to
each other. Correlations are used in advanced portfolio management. If the change in one
variable appears to be accompanied by a change in the other variable, the two variables
are said to be co-related and this inter-dependence is called correlation. In real life, perfectly
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correlated securities are rare; rather a person can  find securities with some degree of
correlation. (Annexure 1, Table 1)

Return Risk Correlation of Gold
    and Sensex

Gold 1.22 4.09
        -0.13

Sensex -0.13 8.17

Hence, gold prices and stocks are always negatively correlated. When the increase in one
variable (X) results in a corresponding decrease in the other variable (Y), the correlation
is said to be negative correlation. The negative correlation ranges from 0 to 1; the lower
limit giving the perfect negative correlation. The perfect negative correlation indicates that
for every unit increase in one variable, there is proportional unit decrease in the other.

Comparisons and Findings

(A) Gold as A Choice of Investment

1. Age and choice of investments

The first comparison was done between the age and the investment options (as gold or
non gold) to assess whether any relationship exists or not.

Hypothesis

H
0
 : There is no dependence of age and choice of investment.

H
1
 : There is a dependence of age and choice of investment

Chi Square Table:

P Value   0.1656

Decision H
0
 : Accepted     H

1
 : Rejected

The P value is 0.1656 for the analysis, which is greater than the significant level i.e 0.05,
therefore H

0
 is accepted. It indicates that gold could be an ever green choice of investment

for every age group. This indication may be positive or negative depending upon the perspective
of the analyst.

2. Profession and choice of investments

The second comparison was done between the profession and the investment options (as
gold or non gold) to assess whether any relationship exists or not.
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Hypothesis:

H
0
 : There is no dependence of profession on choice of investment.

H
1
 : There is a dependence of profession on choice of investment

Chi Square Table:

P Value  0.0468

Decision H
0
 : Rejected     H

1
 : Accepted

The P value is 0.0468 for the analysis, which is less than the significant level i.e 0.05,
therefore H

1
 is accepted. This indicates that, there is a relationship or dependence between

the profession (Self employed, Private employee, Govt. employee and Housewife) and the
choice of investment. In this, government employee and housewives have a higher likelihood
of purchasing gold as the investment option in comparison to the private and self employee
professional.

3. Gender and choice of investments

The third comparison was done between the gender and the investment options (as gold
or non gold) to assess whether any relationship exists or not.

Hypothesis

H
0
 : Gender and choice of investment are independent.

H
1
 : Gender and choice of investment are not independent.

Chi Square Table:

P Value  0.0035

Decision H
0
 : Rejected     H

1
 : Accepted

The P value is 0.0035 for the analysis, which is less than the significant level i.e 0.05,
therefore H

1
 is accepted. This indicates that, there is a relationship or dependence between

the gender (Male/Female) and the choice of investment. In this, females have a higher
inducing impact towards the purchase in gold as investment option.

4. Educational qualification and choice of investments

The fourth comparison was done between the educational qualification and the investment
options (as gold or non gold) i.e to assess whether any relationship exists or not.
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Hypothesis

H
0
 : There is no dependence between educational qualification and choice of investment.

H
1
 : There is a dependence between educational qualification on choice of investment

Chi Square Table

P Value  0.0039

Decision H
0
 : Rejected     H

1
 : Accepted

The P value is 0.0039 for the analysis, which is less than the significant level i.e 0.05,
therefore H

1
 is accepted. This indicates that, there is a relationship or dependence between

the educational qualification (Higher secondary, Graduation and Post graduation) and the
choice of investment. In this, professionals with post graduation and above qualifications
enjoy a greater manoeuvrability and adaptability as far as investment styles are concerned.
They probably manage such changes because of skills set acquired by them in comparison
to the other qualified professionals.

5. Risk and return objectives and choice of investments

The fifth comparison was done between the risk and return objectives and the investment
options (as gold or non gold) to assess whether any relationship exists or not.

Hypothesis:

H
0
 :  Risk and return objectives and choice of investment are independent.

H
1
 :  Risk and return objectives and choice of investment are dependent.

Chi Square Table:

P Value  0.0863

Decision H
0
 : Accepted     H

1
 : Rejected

The P value is 0.0863 for the analysis, which is greater than the significant level i.e 0.05,
therefore H

0
 is accepted. This indicates that, there is no relationship or dependence between

the risk and return objectives (High Risk High Return, Moderate Risk Moderate Return
and Low Risk Low Return) and the choice of investment. In this, majority of respondents
with gold as choice expect a medium or moderate risk and return i.e. 75.7%. It indicates
that investors generally have a flexible investment strategy through which they tend to achieve
their investment goals.

While, on the other hand the level of dependence is significant between age and gender
with the risk and return objective.
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6. Estimation of return and choice of investments

The sixth comparison was done between the risk and return objectives and the investment
options (as gold or non gold) to assess whether any relationship exists or not.

Hypothesis

H
0
 : There is no dependence between estimation of return on choice of investment.

H
1
 : There is a dependence between estimation of return on choice of investment

Chi Square Table

P Value   0.1127

Decision H
0
 : Accepted     H

1
 : Rejected

The P value is 0.1127 for the analysis, which is greater than the significant level i.e 0.05,
therefore H

0
 is accepted. This indicates that, there is no relationship or dependence between

the estimation of return (0-5, 5-10, 10-15, 15-20 and 20 & above) and the choice of investment.
There is no clear implication of dependence level of the return expected with the choice
of investment.

7. Tenure and choice of investments

The seventh comparison was done between the tenure and the investment options (as gold
or non gold) to assess whether any relationship exists or not.

Hypothesis:

H
0
 : Tenure and choice of investment are independent.

H
1
 : Tenure and choice of investment are dependent.

Chi Square Table:

P Value        0.0201

Decision H
0
 : Rejected     H

1
 : Accepted

The P value is 0.0201 for the analysis, which is less than the significant level i.e 0.05,
therefore H

1
 is accepted. This indicates that, there is a significant relationship or dependence

between the tenure (Short Term, Medium Term and Long Term) and the choice of investment.
It indicates that, the investors investing in gold fall more towards the medium and long
term tenure to that of short term and non gold investors. Gold, being highly liquid and
having a positive enduring effect could be the conviction behind this with the rest of the
investment options.
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8. Stock prices (volatility) and choice of investments

The eight comparison was done between the stock prices and the investment options (as
gold or non gold) to assess whether any relationship exists or not.

Hypothesis

H
0
 : There is no dependence of stock prices on choice of investment.

H
1
 : There is a dependence of stock prices on choice of investment

Chi Square Table:

P Value  0.8048

Decision H
0
 : Accepted     H

1
 : Rejected

The P value is 0.8048 for the analysis, which is greater than the significant level i.e 0.05,
therefore H

0
 is accepted. This indicates that, there is no relationship or dependence between

the stock prices and the choice of investment. It indicates that, the volatility in the stock
market (price changes) does not have any effect in the investors investing both in gold
and non gold. Both are considered as independent aspects because of its individual identity.

(B) Demographics and risk/return outlook of an investor

1. Age and return/risk objective

A chi-square test of independence was applied with the following hypotheses

Hypothesis

H
0
 : Age of an investor and return/risk objective are independent.

H
1
 : Age of an investor and return/risk objective are not independent.

Chi Square Table

P Value 0.000003

Decision H
0
 : Rejected     H

1
 : Accepted

Since p-value is much less than 0.05 and indeed is nearly zero, it clearly indicates non-
independence between age and return/risk objective. Researcher find that while an investment
with medium return and medium risk is the most common choice for all age groups, it
is highly unlikely that investors who are older than 35 will look for a high return with
high risks involved. The data indicates that almost all the high risk high return investments
are done by ‘young’ investors (age 20-35) and while medium risk medium return is the
most common choice for young investors, this age group is much more likely to go for
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high risk and high investment compared to older age groups.

2. Gender and risk objective

Hypothesis

H
0
 : Gender and return/risk objective are independent.

H
1
 : Gender and return/risk objective are not independent.

Chi Square Table

P Value  0.0288

Decision H
0
 : Rejected     H

1
 : Accepted

P value is 0.0288 for the test, which is less than the significant value i.e. 0.05. It clearly
indicates for the relationship or dependence between gender and the return/risk objective.
The data, figures out for the moderate risk and return in majority for both male and female.
The relationship in this context can be sought, with the high risk/return and low risk/return
influence or impact on males is more comparative higher than that of females.

(C) Buying Behaviour for Gold

Based on age group– As per the survey the most suitable age of the investors to invest
are 20-35 as they can take chances to invest their capital on higher risk to get better
returns so around 70% of investors are from this age group and while 19% of the investors
are from 35-50 age group who are married and are enough mature about their investments
and 10% of the investor are old as they got retirement  or about to retire from their job
and want to do something on their own to earn.

Based on profession– Almost 60% employees are from private and government sector,
forming the major constituency in the investment dynamics. Housewives form the base with
18% in the total number of investors. India accounts for 32% of the global gold market,
and half of that is just for jewellery bought for weddings. On an average, Indian families
also save about 30% of household income, compared to America's saving rate of 5%.
This increase in status and savings enables Indians to buy more gold. Indians considers
gold more of an investment than an expense.

Based on people from which profession– Major investor education background from
the sample comprises of post graduate and above with 56% and graduates with 29% cheering
for better analytics and skill sets required for the investments.

Different reasons– 34% consider gold as safe investment avenue. 27% invest in gold
for high income, 6% invest their money for stable and steady increase in return; while
another 12% invest since they consider gold to be a finite source and 21% invest in gold
because it is universally recognised.
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Preferences– As per the survey maximum no. of people i.e. 53% invest their money
in jewellery due to high domestic demand. Another 8% of people invest their money in
Gold ETFs who are having good knowledge of share market and wants to earn a good
amount of money in short duration. 18% of people invest in Bullion Bars since it is an
easier form of investment and pure. 16% invest in gold mutual fund because they want
to diversify their risk and 6% invests their money in E-Gold and other certificates.

Purpose of buying gold– 25% respondents prefer buying gold for the purpose of family
function i.e. marriage, engagement, festival and donation to temples etc. 44% say that they
rely on investments to supplement their future income because they feel it more reliable
and by doing so, they want to secure their future but another 17% people who are having
good income just want to invest their cash to flow for the future. 8% say they simply
want to grow their capital with time as speculation, and 6% people says they buy gold
for gifting to friends and relatives.

Regularity– 71% of the respondents say yes, they regularly invest in gold for their money
to grow, while 29% invest in gold market when there are fluctuations in the stock market.

Basis of investment for gold– Majority of the investor rely or take the investment decision
on the informal or secondary sources for their investments, while financial/economic or
technical analysis comes after 10% and 15% respectively. Broker or any investment advisor
has also played a vital role for the decision making.

Conclusion

Like any other asset class, gold also has its own risk and returns. As per the study, for
demographics (in profession, gender and educational qualification) gold has a significant
dependence as a choice of investment. While, it is not true for the risk /return objective
and estimation of returns (expected). The gold as a choice of investment has its own pro's
and con's. This is not to prove one is better than another, but to remind individualistic approach
and outlook varies for the investment. With the awareness and flexible approach of investors
towards investment can be seen by a clear dependence or relationship between risk/return
objectives with age and gender. Gold acts as the cushion in the portfolio, giving a positive
shield for the investment. This might vary for the tenure of the investment as shown in
study.  The relation between the stock market and gold prices has no clear indication which
might be because of its universally recognition.

For the investors whose primary investment avenue is gold, still believe it as a safe and
secure investment option. The majority as per research invest in gold as an investment
option rather any speculation and all. Though, gifts and family function can't be ruled out
as the reason for investment, as jewellery is the most favoured gold vehicle among all.
Investors investing in gold tend to have a more inclination towards informal or familiar
source of communication for the investment. In order to immunise their investment, majority
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of people follow any guidelines or tips.

Limitations

The study is based upon primary data which itself has some inherent advantages and limitations.
A few limitations and constraints came in way of conducting the present study, under which
the researcher had to work are as follows:

l Time availability of the respondents.

l Although all attempts were made to make this an objective study, biases on the part
of respondents might have resulted in some subjectivity.

l Though, no effort was spared to make the study most accurate and useful, the ‘sample
size’ selected for the same may not be the true representative of the population,
resulting in biased results.

l This being the maiden experience of the researcher of conducting study such as this,
the possibility of better results, using deeper statistical techniques in analysing and
interpreting data may not be ruled out.
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Annexure 1
Table–1

Presentation of Data

Five Years Data (1 Troy Ounce = 31.103 Grams)

        Sensex (In INR)         Gold (In INR per Ounce)

Month Close Growth Month Price Growth
Rate Rate

Apr-08 17287.31 Apr-08 36,416.00

May-08 16415.57 -5.31 May-08 37,435.38 2.72

Jun-08 13461.60 -21.94 Jun-08 38,087.88 1.71

Jul-08 14355.75 6.23 Jul-08 40,256.56 5.39

Aug-08 14564.53 1.43 Aug-08 36,026.85 -11.74

Sep-08 12860.43 -13.25 Sep-08 37,815.02 4.73

Oct-08 9788.06 -31.39 Oct-08 39,235.79 3.62

Nov-08 9092.72 -7.65 Nov-08 37,284.82 -5.23

Dec-08 9647.31 5.75 Dec-08 39,696.27 6.07

Jan-09 9424.24 -2.37 Jan-09 41,938.42 5.35

Feb-09 8891.61 -5.99 Feb-09 46,416.55 9.65

Mar-09 9708.50 8.41 Mar-09 47,387.48 2.05

Apr-09 11403.25 14.86 Apr-09 44,573.36 -6.31

May-09 14625.25 22.03 May-09 45,070.86 1.10

Jun-09 14493.84 -0.91 Jun-09 45,178.09 0.24

Jul-09 15670.31 7.51 Jul-09 45,317.28 0.31

Aug-09 15666.64 -0.02 Aug-09 45,872.80 1.21

Sep-09 17126.84 8.53 Sep-09 48,273.82 4.97

Oct-09 15896.28 -7.74 Oct-09 48,737.49 0.95

Nov-09 16926.22 6.08 Nov-09 52,484.94 7.14

Dec-09 17464.81 3.08 Dec-09 52,912.18 0.81

Jan-10 16357.96 -6.77 Jan-10 51,344.51 -3.05

Feb-10 16429.55 0.44 Feb-10 50,745.87 -1.18
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Mar-10 17527.77 6.27 Mar-10 50,654.61 -0.18

Apr-10 17558.71 0.18 Apr-10 51,115.41 0.90

May-10 16944.63 -3.62 May-10 55,173.35 7.35

Jun-10 17700.90 4.27 Jun-10 57,410.36 3.90

Jul-10 17868.29 0.94 Jul-10 55,916.83 -2.67

Aug-10 17971.12 0.57 Aug-10 56,616.02 1.23

Sep-10 20069.12 10.45 Sep-10 58,511.77 3.24

Oct-10 20032.34 -0.18 Oct-10 59,609.35 1.84

Nov-10 19521.25 -2.62 Nov-10 61,476.45 3.04

Dec-10 20509.09 4.82 Dec-10 62,809.82 2.12

Jan-11 18327.76 -11.90 Jan-11 61,559.14 -2.03

Feb-11 17823.40 -2.83 Feb-11 62,397.21 1.34

Mar-11 19445.22 8.34 Mar-11 64,065.11 2.60

Apr-11 19135.96 -1.62 Apr-11 65,680.20 2.46

May-11 18503.28 -3.42 May-11 67,908.18 3.28

Jun-11 18845.87 1.82 Jun-11 68,563.18 0.96

Jul-11 18197.20 -3.56 Jul-11 69,830.14 1.81

Aug-11 16676.75 -9.12 Aug-11 79,563.84 12.23

Sep-11 16453.76 -1.36 Sep-11 84,523.72 5.87

Oct-11 17705.01 7.07 Oct-11 81,994.94 -3.08

Nov-11 16123.46 -9.81 Nov-11 88,105.76 6.94

Dec-11 15454.92 -4.33 Dec-11 86,427.38 -1.94

Jan-12 17193.55 10.11 Jan-12 84,638.12 -2.11

Feb-12 17752.68 3.15 Feb-12 85,650.02 1.18

Mar-12 17404.20 -2.00 Mar-12 84,229.13 -1.69

Apr-12 17318.81 -0.49 Apr-12 85,459.44 1.44

May-12 16218.53 -6.78 May-12 86,460.52 1.16

        Sensex (In INR)         Gold (In INR per Ounce)

Month Close Growth Month Price Growth
Rate Rate
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Jun-12 17429.98 6.95 Jun-12 89,578.52 3.48

Jul-12 17236.18 -1.12 Jul-12 88,281.52 -1.47

Aug-12 17429.56 1.11 Aug-12 90,579.25 2.54

Sep-12 18762.74 7.11 Sep-12 95,194.24 4.85

Nov-12 19339.90 4.32 Nov-12 94,207.98 1.82

Dec-12 19426.71 0.45 Dec-12 92,015.41 -2.38

Jan-13 19894.98 2.35 Jan-13 90,803.41 -1.33

Feb-13 18861.54 -5.48 Feb-13 87,471.13 -3.81

Mar-13 18835.77 -0.14 Mar-13 86,644.52 -0.95

Apr-13 19387.50 2.85 Apr-13 80,054.41 -8.23

      Average -0.13       Average 1.22

   Std. Deviation 8.17    Std. Deviation 4.09

        Sensex (In INR)         Gold (In INR per Ounce)

Month Close Growth Month Price Growth
Rate Rate


