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Abstract

Financial system is the back bone of a country. Financial system comprises of financial
markets, instruments, infrastructure and institutions. Investment Intermediaries is a type of
investment coming under Financial Institute, and the Unit Trusts also comes under
Investment Intermediaries. A Unit Trust or Mutual Fund is a professionally managed type of
collective investment scheme that pools money from many investors and then invest them in
a diversified portfolio of investments. An investment through Unit Trust is less risky than
direct investment, mainly due to their ability to diversify. Unit Trust industry in Sri Lanka
has begun in year 1991. Over the two decades Unit Trust industry has shown some growth,
still it has gained only 0.5% market share of the financial sector of the country. This may be
due to two reasons: existing investors are leaving the industry and new investors are not

entering the industry.

This study aimed to identify the factors influencing the Unit Trust investor to investing in
Unit Trust industry. The population of the research covered the purely existing Unit Trust
holders in Unit Trust companies in the financial market. Randomly selected 180 individual
investors were the sample of the study. Both primary data and secondary data were used in
the study. Primary data was collected by self-administrated questionnaire. All the primary
data used in the study was categorical type. Data analysis techniques were: Descriptive
statistics, Correlation Analysis and Ordinal Logistic Regression Analysis. Cronbach Alpha
test revealed that internal consistency of the questionnaire is excellent. Demographic
characteristics considered in the study were: age, gender, level of education, employee
category, source of income and monthly income of the investors. Majority of the sample of
UT investors between to ‘31 — 40’ years category. 70% of the investors were male.
Nonparametric correlations coefficients (spearman’s rank correlation) were obtained to test
the association between investment decision by amount invested, by duration of keeping
invested funds and by duration of keeping invested funds in unit trust industry and
Psychographic characteristics, Knowledge, Attitude and Satisfaction of Unit Trust investors
towards Unit Trust industry. Multicollinarity was identified during the analysis. Therefore
Ordinal Logistic Regression models with and without interactions were tested. It was
concluded that “psychographic characteristics of unit investors” will decide the direction of

Unit Trust industry in Sri Lanka.



Table of Contents

Certification by the Supervisor
Candidate’s Declaration
Abstract

Acknowledgement

Table of Content

List of Tables

List of Figures

Chapter 1: Introduction
1.1 Background of the Research

1.2 Financial System
1.3 Concept of Unit Trust

1.4 Background of the Problem
1.4.1 Global Unit Trust Industry
1.4.2 Unit Trust Industry in Sri Lanka

1.4.3 Existing Status of Unit Trust Industry in Sri Lanka

1.5 Factors Affecting on the Investment Decisions in Unit Trust Industry

1.6 Research Questions
1.7 Objectives of the Study
1.7.1 Primary Objective
1.7.2 Secondary Objective
1.8 Research Methodology
1.9 Significance of the Study

1.10 Organization of the Thesis

il

il

v

Vv -Xi

xii-Xiii

Xiv

10



Chapter 2: Literature Review

2.1 Introduction

2.2 Consumer Decision Making in Investment

2.2.1 Problem Recognition
2.2.2 Information Search

2.2.3 Evaluation of Alternatives
2.2.4 Purchase Decision

2.2.5 Post-purchase Behaviour

2.3 Personal Characteristics of Investors

2.3.1 Demographic Factors

2.3.2 Psychographic Factors

2.4 Previous Research
2.4.1 Studies Based on Psychographic Characteristics Towards
Unit Trust Investors
2.4.2 Studies Based on Knowledge Towards Unit Trust Investors
2.4.3 Studies Based on Attitude Towards Unit Trust Investors
2.4.4 Studies Based on Satisfaction Towards Unit Trust Investors

2.4.5 Summary of Literature Review

Chapter 3: Methodology

3.1 Introduction
3.2 Conceptualization

3.2.1 Variables of the Study

3.2.2 Conceptual Framework

Vi

11

11

11

11

12

13

¥

14

14

15

21

21
26
30
33
37

38
38

39

43



3.2.3 Hypotheses of the Study
3.3 Operationalization

i 3.3.1 Population of the Study

3.3.2 Sample of the Study
3.3.3 Data Type and Collection Techniques

3.4 Dimensions and Measurements of the Variables

3.5 Data Analysis Techniques

Random Variable
3.5.2 Descriptive Statistical Analyses

3.5.3 Statistical Techniques Used in the Study

Chapter 4: Results and Data Presentation

4.1 Introduction

4.2 Pre-testing of Internal Consistency of the Questionnaire

4.3 Post-testing of Internal Consistency of the Questionnaire

4.3.1 Internal Consistency of All Variables

.4 Descriptive Statistics

4.4.1 Demographic Variables

4.4.2 Psychographic Characteristics of Unit Trust Investors
4.4.3 Knowledge of Unit Trust Investors

4.4 4 Attitude of Unit Trust Investors

vii

3.5.1 Terminology and Statistical Techniques Used in the Study

44

45

45

46

46

48

49

49
50

51

61

61

62

62

62

63

69

69



4.4.5 Satisfaction of Unit Trust Investors

4.5 Inferential Statistics and Model Fitting

4.6 Hypothesis for Main Variables with Investment Decision by Amount
Invested in Unit Trust Industry (Y})

4.6.1

4.6.2

4.6.3

4.6.4
4.6.5

4.7.1

4.7.2

4.7.3
4.7.4
4.7.5

48.1

482

483

484
4.8.5

Correlation Analysis with Main Variables with Investment
Decision by Amount Invested in Unit Trust Industry (Y/)
Multicollinearity between Main Variables with Investment
Decision by Amount Invested in Unit Trust Industry (Y/)
Hypotheses Test for Individual Regression Coefficient with Y
Model Testing with Multicollinarity with Y}

Model Testing with Significant Variable with Y,

4.7 Hypothesis for Main Variables with Investment Decision by Duration
of Keeping Invested funds in Unit Trust Industry (Y>)

Correlation Analysis with Main Variables with Investment
Decision by Duration of Keeping Invested Funds in Unit Trust
Industry (Y2)

Multicollinearity Between Main Variables with Investment
Decision by Duration of Keeping Invested Funds in Unit Trust
Industry (Y3)

Model Testing with Main Variables with Y,

Model Testing with Multicollinarity with Y,

Model Testing with Significant Variable with Y,

 Hypothesis for Main Variables with Investment Decision by Prominence

Given to Unit Trust Industry (Y3)

Correlation Analysis with Main Variables with Investment
Decision by Prominence Given to Unit Trust Industry (Y3)
Multicollinearity Between Main Variables with Investment
Decision by Prominence Given to Unit Trust Industry (Y3)
Model Testing with Main Variables with Y3

Model Testing with Multicollinarity with Y3

Model Testing with Significant Variable with Y3

viii

70

71

71

72

73

74

75
76

77

78

80
81
82
84

84

85

87

87

89
90



I ter 5: Conclusion and Recommendations

92

92

93

93

93

94

95

929



