
           
           International Journal of Scientific Research in Engineering and Management (IJSREM) 

                         Volume: 10 Issue: 08 | Aug - 2026                              SJIF Rating: 8.659                                          ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | https://ijsrem.com                                 DOI: 10.55041/IJSREM66565                                         |        Page 1 
 

A Study on the Analysis of Exchange-Traded Funds (ETF) Investments in 

India 

 
1. THOTA RAJESHWARI (24UJ1E0059), Student of 2nd Year MBA, 

Malla Reddy Engineering College and Management Sciences, Medchal, Hyderabad, Telangana – 501 401. 

 

2. DR SHAIK MASTHAN SHARIF, Assistant Professor Dept of MBA, 

Malla Reddy Engineering College and Management Sciences, Medchal, Hyderabad – 501 401. 

 

 

Abstract 

Exchange-Traded Funds (ETFs) have emerged as one of the fastest-growing investment avenues in India because of 

their cost-effectiveness, liquidity, transparency, and diversification benefits. This study analyses investor awareness, 

investment preferences, perceived advantages, associated risks, and future growth prospects of ETF investments in India. 

A descriptive and analytical research design was adopted using both primary and secondary data collected from 100 

investors through a structured questionnaire. The original project employed Percentage Analysis, Frequency 

Distribution, and Tabular Analysis for interpreting the collected data. The findings indicate that increasing financial 

literacy, digital investment platforms, and passive investment strategies have significantly contributed to the growing 

acceptance of ETFs among Indian investors. 
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1. Introduction 

Investment plays a significant role in achieving financial security, wealth creation, and long-term financial stability. 

Individuals invest their savings in various financial instruments to generate returns, preserve capital, and accomplish 

future financial objectives. Continuous developments in financial markets have introduced innovative investment 

products that offer greater efficiency, flexibility, and diversification. Among these financial innovations, Exchange-

Traded Funds (ETFs) have emerged as an important investment alternative by combining the advantages of equity shares 

and mutual funds within a single investment product. Their increasing popularity reflects changing investor preferences 

towards transparent, cost-effective, and diversified investment opportunities. 

Exchange-Traded Funds are investment funds that are traded on stock exchanges in the same manner as ordinary equity 

shares. Most ETFs are designed to replicate the performance of a specified benchmark index, commodity, sector, bond, 

or asset class. Unlike actively managed mutual funds, ETFs generally follow passive investment strategies aimed at 

closely tracking benchmark performance while minimizing management costs. Investors can purchase and sell ETF 

units throughout trading hours at prevailing market prices, providing greater flexibility and liquidity than many 

traditional investment products. These characteristics have positioned ETFs as attractive investment instruments for both 

retail and institutional investors. 

The Indian investment environment has experienced substantial transformation due to increasing financial literacy, 

technological advancement, regulatory reforms, and the rapid expansion of capital markets. Digital trading platforms, 

mobile investment applications, and online brokerage services have simplified investment processes and improved 

accessibility to financial products. As investors become more aware of passive investment strategies and portfolio 

diversification, ETFs have gained considerable acceptance across different categories of investors. Increasing assets 

under management, higher trading volumes, and expanding investor participation demonstrate the growing significance 

of ETFs within India's financial markets. 

Diversification represents one of the major advantages offered by Exchange-Traded Funds. Instead of investing in 

individual securities, investors obtain exposure to a diversified portfolio through a single transaction. Such 

diversification reduces unsystematic risk while improving portfolio stability and investment efficiency. ETFs are 
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available across multiple asset classes, including equity ETFs, debt ETFs, gold ETFs, commodity ETFs, sectoral ETFs, 

and thematic ETFs, allowing investors to construct investment portfolios according to their financial objectives and risk 

tolerance. This flexibility has strengthened the role of ETFs in modern portfolio management and long-term wealth 

creation. 

Cost efficiency constitutes another important factor supporting ETF growth. Since most ETFs adopt passive investment 

strategies, operating expenses and management fees remain comparatively lower than actively managed mutual funds. 

Reduced expense ratios improve long-term investment returns while attracting investors seeking economical investment 

solutions. Transparency further enhances investor confidence because ETF portfolio holdings are regularly disclosed, 

enabling investors to understand the composition of their investments and make informed financial decisions. High 

liquidity allows investors to execute transactions throughout market hours without waiting for end-of-day net asset 

values, thereby improving convenience and market responsiveness. 

The Securities and Exchange Board of India (SEBI), financial institutions, and investment service providers have 

introduced various initiatives that encourage investor participation in ETF markets by strengthening transparency, 

investor protection, and market efficiency. Simultaneously, growing financial awareness, expanding digital investment 

platforms, and increasing preference for passive investment strategies continue to accelerate ETF adoption among Indian 

investors. The present study analyses investor awareness, investment behaviour, perceived advantages, risk 

considerations, liquidity, and future prospects of Exchange-Traded Fund investments in India. The findings provide 

valuable insights for investors, financial advisors, policymakers, researchers, and financial institutions interested in 

understanding the expanding role of ETFs within the Indian investment landscape. 

 

 

2. Literature Review 

Exchange-Traded Funds (ETFs) have emerged as one of the most important financial innovations in global investment 

markets by offering diversification, liquidity, transparency, and cost efficiency. Researchers have consistently 

emphasized that ETFs combine the advantages of mutual funds and equity trading by allowing investors to purchase 

diversified portfolios through stock exchanges. Their passive investment approach, lower expense ratios, and flexibility 

have contributed significantly to their increasing acceptance among both retail and institutional investors. In India, rising 

financial literacy, technological advancement, digital investment platforms, and regulatory support have accelerated the 

growth of ETF investments. 

Sharpe (1991) highlighted the importance of passive investment strategies and portfolio diversification, concluding that 

index-based investment products enable investors to achieve market returns at comparatively lower costs. Gastineau 

(2001) examined the evolution of Exchange-Traded Funds and reported that ETFs provide greater liquidity, operational 

flexibility, transparency, and lower operating expenses than traditional mutual funds. Comer, Gruber, and Elton (2002) 

compared ETFs with conventional index mutual funds and concluded that ETFs offer superior trading flexibility, lower 

expense ratios, and effective portfolio diversification, making them suitable for long-term investment planning. 

Madhavan (2008) analysed the structure and functioning of ETF markets, emphasizing that continuous trading, improved 

liquidity, and efficient price discovery enhance market efficiency. Agapova (2011) investigated investor behaviour and 

reported that financially literate investors increasingly prefer ETFs because of their transparency and lower management 

costs. Yeung and Ramasamy (2013) identified financial literacy, investment experience, and market awareness as the 

primary determinants influencing ETF adoption among retail investors. Singh and Kaur (2017) further observed that 

diversification, liquidity, and competitive returns are the major factors encouraging ETF investments in emerging 

financial markets. 

Gupta and Sharma (2020) examined investor perceptions towards ETFs in India and found that awareness has increased 

considerably, although many retail investors still possess limited understanding of ETF trading mechanisms. Mehta and 

Patel (2022) reported that digital trading platforms have substantially improved investor accessibility through real-time 

information and simplified trading procedures. Verma and Rao (2024) concluded that increasing investor participation, 

expanding assets under management, and growing acceptance of passive investment strategies indicate a promising 

future for Exchange-Traded Funds within the Indian financial market. Overall, previous studies consistently demonstrate 

that Exchange-Traded Funds provide a transparent, diversified, flexible, and cost-effective investment avenue while 

strengthening long-term portfolio management and passive investing practices. 
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3. Research Objectives 

1. To study investors' awareness of Exchange-Traded Funds (ETFs) in India. 

2. To examine the factors influencing investors' preference for ETF investments. 

3. To evaluate the benefits and risks associated with Exchange-Traded Fund investments. 

4. To analyse investors' perceptions regarding ETF performance and liquidity. 

5. To suggest suitable measures for improving investor awareness and participation in Exchange-Traded 

Funds in India. 

 

 

4. Research Methodology 

The study adopted a descriptive and analytical research design to analyse Exchange-Traded Fund (ETF) investments 

in India. Both primary and secondary data were utilized for the investigation. Primary information was collected 

through a structured questionnaire administered to investors possessing awareness of or experience with Exchange-

Traded Funds. Secondary information was obtained from research journals, financial newspapers, investment 

magazines, SEBI publications, NSE reports, BSE documents, ETF fact sheets, mutual fund industry reports, academic 

books, and finance-related websites. Convenience sampling was employed to select respondents, and the final sample 

consisted of 100 investors representing different age groups, occupations, income levels, educational backgrounds, 

investment experience, and financial literacy. The original project employed Percentage Analysis, Frequency 

Distribution, and Tabular Analysis as the analytical techniques for interpreting the collected information. Investor 

responses relating to ETF awareness, investment preferences, diversification, liquidity, cost-effectiveness, risk 

perception, financial literacy, satisfaction, and future investment intentions were systematically classified, tabulated, and 

interpreted according to the research objectives. 

 

 

5. Data Analysis 

Statistical Tools Used: Percentage Analysis, Frequency Distribution, and Tabular Analysis (Only the analytical 

techniques used in the original project have been included.) 

Table 1. ETF Awareness Level 

Level of Awareness Respondents Percentage (%) 

Extremely High 20 20 

High 36 36 

Moderate 24 24 

Low 12 12 

Extremely Low 8 8 

Total 100 100 

Interpretation 

The findings indicate that 56% of respondents possess either high or extremely high awareness of Exchange-Traded 

Funds. Another 24% demonstrate a moderate level of awareness. The results suggest that investor awareness regarding 

ETFs is increasing, although further financial education programmes are necessary to improve understanding among all 

categories of investors. 

Table 2. Main Reason for Investing in ETFs 

Reason Respondents Percentage (%) 

Diversification 30 30 

Low Cost 24 24 

Liquidity 18 18 

Transparency 16 16 

Market Exposure 12 12 

Total 100 100 

Interpretation 

Diversification is identified as the primary reason for investing in Exchange-Traded Funds, with 30% of respondents 

selecting this factor. Cost effectiveness and liquidity are the next most influential considerations. The findings indicate 
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that investors primarily prefer ETFs because they provide diversified market exposure while maintaining comparatively 

lower investment costs. 

Table 3. ETF Performance Satisfaction 

Satisfaction Level Respondents Percentage (%) 

Highly Satisfied 20 20 

Satisfied 42 42 

Neutral 18 18 

Dissatisfied 12 12 

Highly Dissatisfied 8 8 

Total 100 100 

Interpretation 

The analysis reveals that 62% of respondents are either satisfied or highly satisfied with the performance of Exchange-

Traded Funds. Investors appreciate the benefits of diversification, transparency, liquidity, and long-term investment 

potential offered by ETFs. The results indicate a favourable perception of ETF performance among the majority of 

respondents. 

 

 

6. Results 

• The majority of respondents possess adequate awareness regarding Exchange-Traded Funds. 

• Online investment platforms and financial advisors are the major sources of ETF-related information. 

• Diversification is the most important factor influencing ETF investment decisions. 

• Equity ETFs are the preferred investment category among most respondents. 

• Investors generally perceive ETFs as highly liquid investment instruments. 

• Most respondents are aware of the risks associated with ETF investments. 

• Investors consider Exchange-Traded Funds to be cost-effective investment products. 

• The majority of respondents express satisfaction with ETF performance. 

• Financial literacy significantly influences investor preference for Exchange-Traded Funds. 

• Most investors intend to continue investing in ETFs, indicating strong future growth potential for 

passive investing in India. 

 

 

7. Suggestions 

• Conduct regular investor education programmes to improve awareness of Exchange-Traded Funds, their 

features, benefits, risks, and trading procedures. 

• Strengthen financial literacy initiatives through workshops, webinars, online courses, and digital 

awareness campaigns to encourage informed investment decisions. 

• Financial institutions and fund houses should provide simplified information regarding ETF products 

through websites, mobile applications, and investment platforms. 

• Enhance digital trading platforms by offering real-time market information, educational resources, 

investment calculators, and ETF comparison tools for retail investors. 

• Encourage first-time investors to include Exchange-Traded Funds in diversified investment portfolios 

based on their financial objectives and risk tolerance. 

• Regulatory authorities should continue strengthening investor protection measures and improve 

transparency to enhance investor confidence in ETF investments. 

• Promote passive investment strategies among retail investors by highlighting the long-term benefits of 

low-cost and diversified investment products. 

• Introduce additional sectoral, thematic, and international ETF products to provide wider investment 

opportunities for different categories of investors. 

• Financial advisors should actively educate investors regarding the role of ETFs in portfolio 

diversification, liquidity management, and long-term wealth creation. 
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• Investors should periodically review their investment portfolios and continuously improve their 

financial knowledge to maximize the benefits of Exchange-Traded Fund investments. 

 

 

8. Conclusion 

Exchange-Traded Funds have emerged as one of the most significant investment instruments in the Indian financial 

market because of their diversification, liquidity, transparency, cost-effectiveness, and operational flexibility. The study 

indicates that investor awareness regarding ETFs has improved considerably, supported by increasing financial literacy, 

digital investment platforms, and the growing acceptance of passive investment strategies. Most respondents recognize 

diversification as the primary advantage of ETF investments and express satisfaction with their performance, liquidity, 

and long-term investment potential. Financial literacy and technological accessibility have played an important role in 

influencing investor preferences and encouraging greater participation in ETF markets. Although awareness among retail 

investors continues to improve, further educational initiatives and simplified investment information are necessary to 

enhance ETF adoption. Overall, Exchange-Traded Funds are expected to play an increasingly important role in portfolio 

diversification, passive investing, and long-term wealth creation within the Indian financial system. 
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