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ABSTRACT

Investment choices are heavily impacted by macroeconomic forces, with unemployment and inflation as two key
variables determining financial actions. Although experienced investors tend to utilize historical events and market
information to respond to economic conditions, novice investors, including MBA students—are learning to make their
financial choices. The purpose of this research is to investigate the influence of inflation and unemployment on
investment decision-making in mutual funds among MBA students, who have financial acumen but a lack of practical
investment experience. The study is grounded on primary data gathered from a random sample of 60 MBA students
using structured questionnaires. The research investigates how inflation influences investment behavior by
decreasing purchasing power, raising uncertainty, and changing risk perception. It also analyses the impact of
unemployment, which has a direct effect on disposable income, financial security, and investment confidence. Through
analyzing students' attitudes toward these economic conditions, the research aims to determine their investment
choices, risk appetite, and financial planning behaviors. Collected information is worked out by employing
descriptive statistics, correlation analysis, and trend assessment to understand main investment decision-making
patterns. The outcome of this study provides vital insight into the thinking of young professionals concerning and
handling economic uncertainty issues as related to investing in mutual funds. Research provides an indicator of
financial knowledge gaps and psychological biases affecting decision-making among such young professionals
with some recommendations regarding developing financial consciousness programs by finance teachers,
investment houses, and government policy-making units. By closing the gap between theoretical finance and actual
investment behavior, this research adds to the emerging area of behavioral finance. It underlines the necessity of
improved financial education and informed investment planning in order to assist young investors in effectively
facing economic hardships.
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CHAPTER 1 :INTRODUCTION

Mutual funds have emerged as a fundamental investment vehicle for both individual and institutional investors,
providing diversified exposure to different classes of assets. Nevertheless, the investment choice in mutual funds is
heavily dependent on macroeconomic drivers that determine the general financial environment. The performance and
desirability of mutual fund investments have strong correlations with major economic gauges like inflation rates,
interest levels, gross domestic product (GDP) growth, fiscal policies, and geopolitical stability. Investors' knowledge of
the connection between the macroeconomic variables and mutual fund investments is important to assist investors
in making the right choices and maximizing their portfolio strategies.

Macroeconomic variables provide a dynamic investment climate in which investors have to continuously analyze
threats and prospects. Inflation, say, has a direct impact on money's purchasing power and hence affects mutual
fund returns. An increasing inflation rate usually results in contractionary monetary policy, increasing interest
rates, and changes in the preference of investors towards fixed-income instruments or inflation-indexed securities.
However, a flat or falling inflation rate can still a risk-taking appetite and enhance investments in equity-based mutual
funds. Likewise, economic growth and levels of unemployment determine investor sentiment and confidence as well as
the flows and allocations in mutual funds.

The next important factor of the influence of macroeconomy on mutual funds is the effect of fiscal and monetary policies.
Central bank interventions, government spending, and taxation policies greatly influence investment and liquidity in
financial markets. For example, an expansionary monetary policy, with reduced interest rates and higher money supply, is
likely to increase equity markets and encourage higher investments in growth mutual funds. Contractionary policies,
however, can result in lower capital inflows and a more cautious attitude toward mutual fund investments.

Geopolitical developments and international economic trends further make it complicated to invest in mutual funds.
International trade conflicts, supply chain breaks, movements in foreign exchange rates, and global financial crises
induce uncertainty among financial markets and alter the appetite for risk of investors. Owing to global economies being
connected, macroeconomic changes in a specific area send waves in all financial markets across the globe and influence
the return of mutual fund investments.

This research will seek to understand the complex link between macroeconomic conditions and investments in mutual
funds, with particular emphasis on the impact of varying economic conditions on investment patterns. Through
the study of records and prevailing trends, the research will shed light on the sensitivity of mutual fund
investments to economic changes. Furthermore, the research will evaluate the influence of investors' psychology on
reacting to changes in the economy and the degree to which financial literacy among investors affects their investments.

The study will also emphasize technology's contribution to reducing macroeconomic risks and enhancing investment
decisions. Algorithmic trading, robot advisors, and predictive analytics have revolutionized investor engagement
with mutual funds. By integrating real-time

macroeconomic indicators and data-derived insights, technology-based platforms allow investors to make active
adjustments to their portfolios, bringing their investments in line with current macroeconomic conditions. Based on
this study, policymakers, fund managers, and investors can gain meaningful insights into the effect of
macroeconomic trends on mutual fund performance. The research findings will be used in designing investment
strategies that are correlated with economic cycles, thus promoting effective risk management and maximization of
returns. Additionally, the research will augment the available body of knowledge regarding financial markets through
the filling of research gaps and provision of a detailed analysis of the macroeconomic determinants of mutual fund
investment.
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1.1BACKGROUND OF THE STUDY

Mutual fund investment has gained substantial momentum as a critical financial tool for the creation of wealth and
diversification of risk. Mutual funds accumulate money from various investors and invest it in different asset classes
such as equities, debt, and money market instruments. The performance of mutual funds relies heavily on
macroeconomic factors, which determine the mood of the investors, market direction, and overall stability of the
economy. Macroeconomic conditions like GDP growth, inflation, interest rates, fiscal policies, and geopolitical
incidents have a direct bearing on financial markets and, by extension, the returns on mutual funds. An active economy with
strong GDP growth and steady inflation gives rise to investor confidence, while recession, higher interest rates, or policy
reforms can create market turbulence. Since the economy is ever-changing, an understanding of these macroeconomic
drivers is important for fund managers, investors, and policymakers alike to take effective investment decisions. This study
seeks to examine the association between macroeconomic variables and mutual fund investments, offering empirical
evidence of how economic changes affect investor conduct and fund performance.

1.2 IMPORTANCE OF MACROECONOMIC FACTORS LIKE UNEMPLOYMENT ON INVESTMENT IN
MUTUAL FUNDS

Macroeconomic conditions have an important influence on investment choices, and unemployment is one of the
most important factors that determine investment in mutual funds. The level of unemployment indicates the state of the

country's economy and affects investor optimism, levels of disposable income, and risk-taking.

Investor Sentiment and Confidence:

. Increasing levels of unemployment generate economic uncertainty, which discourages investors.
. Decreased job security reduces the inclination to invest in mutual funds, particularly equity mutual
funds.

Disposable Income and Investment Capacity:

° Increased unemployment lowers household revenues, thus reducing excess funds for investment.
. Investors allocate more money to basic expenses rather than discretionary investments, meaning fewer
fundinflows.

Risk Appetite and Fund Choice:

° During times of high unemployment, investors move to conservative investment modes like debt mutual funds
or fixed-income products.
. At times of economic stability with low unemployment, investors are more interested in equity and

high-risk funds.

Performance of the Market and Fund Returns

. Sustained unemployment can be an indicator of a slowing economy, which impacts stock markets and
mutual fund performance adversely.
° On the other hand, falling unemployment levels reflect economic growth, enhancing investor

confidence and raising fund inflows.

Effect on Systematic Investment Plans (SIPs):

. Loss of jobs can result in irregularities in SIP contributions, impacting the long- term investment discipline of
retail investors.
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. On the other hand, favourable employment conditions promote regular and enhanced participation in
mutual fund SIPs.

Mutual Fund Industry Growth:

° Economic downturn with increasing job losses tests the asset growth and profitability of the mutual
fund sector.
. Mutual fund investments rise during economic booms as employment becomes stable and disposable

income improves.

1.3 THEOBJECTIVE OF THE RESEARCH

To study the effect of unemployment on mutual fund investment, exploring the way changes in joblessness
influence investor behavior, money flowing into funds, and portfolio choice.

1.4 SCOPE OF THE STUDY

This research is about comprehending the correlation between unemployment levels and patterns of investment in
mutual funds. It looks at:

. Investor Behavior: The way increased or decreased unemployment affects individual and institutional
investment in mutual funds.

° Fund Flows and Outflows: The degree to which unemployment influences investment flows into
equity, debt, and hybrid mutual funds.

° Portfolio Rebalancing: The movement of investor choice between high-risk and low-risk mutual funds in
times of economic uncertainty.

. Systematic Investment Plan (SIP) Trends: The effect of unemployment on the consistency and magnitude
of SIP investments.

. Market Performance Correlation: The effect of unemployment-based economic trends on mutual fund

performance and overall market performance.
Chapter 2 : LITERATURE REVIEW

The relationship between macroeconomic factors, particularly unemployment, and mutual fund investments has been a
focal point in academic research. This section explores relevant literature to build a theoretical foundation, summarize
key insights, and identify gaps that warrant further investigation.

2.1 Theoretical Framework

Mutual fund performance is heavily dictated by macroeconomic factors, for these determine investors' sentiment,
risk appetite, and general flow of capital to financial markets. The Efficient Market Hypothesis (EMH) developed by
Fama (1970) states that asset prices in financial markets reflect and incorporate all known information, such as major
macroeconomic variables like unemployment. Such a view then implies that fluctuation in employment rates is
promptly reflected in the performance of mutual funds. In contrast, Behavioral Finance Theory (Thaler, 1985)
questions the premise of rational investors through a focus on the investment decision-making role played by
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psychology. Economic uncertainty, more specifically fears of job security, is a potential driver of changes in investor
confidence that affect fund flows and redemptions. Further, the Liquidity Preference Theory by Keynes (1936) holds
that investors will prioritize keeping liquid over investing in funds for the longer term when the economy slows down
and the level of employment is high. Last but not least, the Capital Asset Pricing Model (CAPM) by Sharpe (1964)
establishes a theory whereby macroeconomic uncertainties, such as unemployment, influence anticipated
investment yields. Based on CAPM, systematic risks such as those resulting from economic instability are priced into
asset returns and affect mutual fund valuations. These theories collectively provide a holistic view of how
macroeconomic conditions, especially unemployment, influence mutual fund investment patterns.

EXISTING STUDIES ON MACROECONOMICS AND MUTUAL FUND INVESTMENTS

Study 1: Unemployment and Investment Decisions in Mutual Funds

Goyal and Welch (2008) considered the effect of unemployment on investors' investment in mutual funds and
demonstrated how phases of high unemployment affect investors. They established that investors have low-risk
tolerance during times when the economy is at the downturn stage and unemployment is high. This change in
sentiment results in a decrease in investment in equity mutual funds, which are riskier, and a higher demand for safer
investment vehicles like debt and money market funds. The evidence is in Favor of macroeconomic conditions,
and more specifically labour market stability, as the determinants of investor confidence and asset allocation
decisions in mutual fund portfolios. The paper adds to general knowledge of how economic uncertainty affects capital
flows in financial markets.

Study 2: The Impact of Economic Uncertainty on Mutual Fund Flows

Frans et al. (2012) investigated the relationship between economic uncertainty, particularly unemployment, and
mutual fund flows, emphasizing how labour market conditions influence investor behavior. Their study found a strong
correlation between high unemployment rates and increased mutual fund redemptions. As financial insecurity rises
and disposable income declines, investors are more likely to withdraw their funds, prioritizing immediate financial needs
over long-term investment commitments. This pattern reflects a shift in risk perception, where heightened uncertainty
leads to capital outflows from mutual funds, particularly equity-based funds, as investors seek liquidity and financial
stability. The study underscores the significance of macroeconomic conditions in driving mutual fund investment
decisions and highlights the sensitivity of fund flows to economic downturns.

Study 3: Behavioral Response to Economic Crises in Mutual Fund Investments

Statman (2017) examined how economic crisis affects the behavioral reactions of investors and subsequently their
investment in mutual funds. The study established that under recession, uncertainty in the economy results in
investors withdrawing their money early out of fear of market instability. The action, being a short-term fear
regarding long-term financial provision, interrupts wealth creation and can lead to inefficient investment decisions.
Investors, in the hope of curtailing potential loss, tend to sell at the worst possible time, losing on potential recovery and
growth. The results illustrate investor psychology's effect on finance choice-making and note the long-run implications of
passive investment behavior in times of recession.

Study 4: The Role of Consumer Confidence in Mutual Fund Investment Decisions

Baker and Wurgler (2006) explained the role of consumer confidence in investment in mutual funds, pointing out
how macroeconomic variables, in this case, unemployment, influence investors. The research demonstrated that
an increase in unemployment reduces consumer confidence, which influences investment. Investors become risk-
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averse during economic uncertainty, which translates to reduced investment in mutual funds, particularly in riskier asset
classes like equities. This captures the psychological effect of unemployment in financial markets in which
decreasing confidence is reflected in more cautious investment behavior. The research illustrates the interconnectedness
of investor sentiment, labour market conditions, and mutual fund flows and highlights the very significance of the
stability in the economy to ensure ongoing investing activity.

Study 5: Macroeconomic Determinants of Mutual Fund Performance

Bekaert et al. (2013) investigated the macroeconomic determinants of mutual fund performance, including the role played
by unemployment rates in affecting the performance of equity funds. A negative relationship was observed between stock
market returns and unemployment rates such that an increase in unemployment seems to accompany declining equity
market performance. This connection has a direct bearing on equity mutual fund performance since declining stock
returns contribute to reduced fund value. To counteract negative macroeconomic trends, fund managers tweak their
asset allocation strategy by allocating investments toward more secure asset classes, like fixed-income securities, to
reduce risk and conserve capital. The research emphasizes the importance of labour market conditions in influencing
mutual fund performance and emphasizes the strategic function of fund managers in guiding economic recessions.

Study 6: The Effect of Unemployment on Systematic Investment Plans (SIP)

Barber et al. (2020) tested the impact of unemployment on systematic investment plans (SIPs), pointing out how
economic recessions affect individual investment behavior. They concluded that increased unemployment derails SIP
contributions since individuals with uncertain financial futures opt for liquidity and emergency funds over long-term
investment commitments. The cutback or termination of SIPs during times of economic hardship is an indicator of a
change in financial priorities, wherein investors prefer to keep cash in hand instead of investing in equity markets. This
response not only influences the accumulation of wealth at the individual level but also has macro implications for mutual
fund inflows and market stability. The research highlights the susceptibility of systematic investment strategies to
macroeconomic conditions, calling for financial robustness under uncertain economic times.

Study 7: Financial Literacy, Economic Conditions, and Mutual Fund Participation

Lusardi and Mitchell (2014) investigated the connection between financial literacy, economic situation, and mutual
fund participation, highlighting the role of investor knowledge in decision- making during times of economic
uncertainty. According to their research, financially literate investors are better able to modify their investment
approaches as macroeconomic conditions change, such as increased unemployment and volatility in the market. In
contrast to less financially savvy investors, who will tend to respond emotionally by pulling out money or moving into
excessively conservative investments, financially literate investors make better-informed adjustments, striking a
balance between risk and return. This result emphasizes the importance of financial education in instilling resilience in
times of economic uncertainty, allowing investors to weather downturns without compromising long-term financial
growth. The research highlights the need to boost financial literacy to enhance investment performance, especially
during economic hardship.

Study 8: Mutual Fund Performance in Recessionary Periods

Ferson and Schadt (1996) examined the performance of mutual funds across recessionary conditions, with
emphasis on difficulties for actively managed funds to perform in high- unemployment economies. They concluded
that actively managed mutual funds underperform in instances of economic recession because asset allocation and
market timing pose the greatest challenges to fund managers. Under high unemployment, heightened volatility in the
market as well as lower investor confidence complicates the ability of the fund manager to earn surplus returns. Inept
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timing of investment choices and the limitations of holding liquidity contribute to this underperformance. The
research emphasizes the limitations of active management in responding to recessionary environments and
identifies the general effect of macroeconomic instability on mutual fund performance.

Study 9: Market Cycles and Investor Reactions in Mutual Fund Investments

Kahneman and Tversky (1979) were the first researchers to study investors' reactions toward market cycles with
special emphasis given to mutual fund investment during the period of recession. Based on Prospect Theory, their
research illustrated that loss aversion has much to do with investors' choices. Investors exhibit more sensitivity in
response to impending losses than similar gains, with many selling pre-emptively mutual funds when economic growth
slows down along with rising levels of unemployment. Such behavior not only destroys individual investment strategies
but also creates more market volatility and massive outflows of funds. The study emphasizes the psychological
biases that shape investment choices and highlights the aggregateffect of investor sentiment on the performance of
mutual funds during downturns in the economy.

Study 10 :The Long-Term Impact of Unemployment on Household Investment Behavior

Merton (1973) investigated the long-term impact of unemployment on household investment behavior, highlighting
how prolonged economic uncertainty influences financial decision- making. The study found that extended periods
of high unemployment result in structural shifts in investment behavior, as households adopt a more conservative
approach to financial planning. Faced with reduced income stability and heightened economic insecurity, individuals
tend to prioritize savings and low-risk investments over equity-based mutual funds and other growth- oriented assets.
This shift reflects a long-term adjustment in risk tolerance, with investors favoring capital preservation strategies to
mitigate future financial uncertainties. The findings underscore the lasting effects of macroeconomic conditions on
investment preferences, emphasizing the role of labour market stability in shaping household financial behavior.

Study 11: Macroeconomic Shocks and Mutual Fund Performance

Chen, Roll, and Ross (1986) explored the sensitivity of mutual fund performance to macroeconomic shocks with
particular emphasis on factors such as the level of employment, interest rates, and inflation. The researchers
discovered that returns from mutual funds are strongly impacted by variations in these macroeconomic factors,
particularly high unemployment which negatively impacts stock-based mutual funds. Under circumstances of
increasing joblessness, dwindling consumer outlays, and contracting corporate profits mean lower returns for the
stock market, which affect equity mutual funds negatively. Second, economic unpredictability causes instability in
investor perceptions, which then creates a pull away from higher-risk asset categories. The study highlights the integrated
nature of mutual fund performance and macroeconomic states and the primacy of financial stability in sustained
favorable investment experiences.

Study 12: Unemployment and Household Investment Behavior

Chen, Roll, and Ross (1986) explored the sensitivity of mutual fund performance to macroeconomic shocks with
particular emphasis on factors such as the level of employment, interest rates, and inflation. The researchers
discovered that returns from mutual funds are strongly impacted by variations in these macroeconomic factors,
particularly high unemployment which negatively impacts stock-based mutual funds. Under circumstances of
increasing joblessness, dwindling consumer outlays, and contracting corporate profits mean lower returns for the
stock market, which affect equity mutual funds negatively. Second, economic unpredictability causes instability in
investor perceptions, which then creates a pull away from higher-risk asset categories. The study highlights the integrated
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nature of mutual fund performance and macroeconomic states and the primacy of financial stability in sustained
favourable investmentexperiences.

Study 13: Mutual Fund Investor Sentiment During Economic Downturns

De Bondt and Thaler (1985) examined the mutual fund investor's mood during the economic recession with a
perspective of behavioral reactions toward increasing unemployment. In their research, they concluded that during
times of economic uncertainty, investors overreact due to fear of further financial decline. The psychological reaction
triggers panic selling, where investors dispose of their mutual fund holdings in anticipation and at suboptimal prices. Such
overreaction boosts market volatility and leads to further fund withdrawals, further destabilizing the financial system. The
evidence identifies the role of behavioral biases in investment choice-making, especially during economic
downturn periods, and the power of investor sentiment in driving mutual fund market behavior.

Study 14: The Effect of Labor Market Conditions on Retail Investment Decisions

Campbell and Viceira (2002) studied the impact of labour market conditions on retail investment decisions and how
changes in employment influence portfolio allocation. In their study, they found that during periods of high
unemployment, investors reduce exposure to equities in mutual funds, shifting their investments to less risky, less volatile
asset classes. It is driven by increasing financial insecurity, as individuals whose employment is at risk prioritize capital
preservation and liquidity over growth in the future. It emphasizes the extremely close link between labour market
conditions and investment behavior, demonstrating how macroeconomic cycles affect risk tolerance and
investment behavior among retail investors.

Study 15: The Role of Unemployment Benefits in Investment Decisions

Krueger and Meyer (2002) examined the function of unemployment benefits in influencing investment behavior,
especially about contributions to mutual funds. The authors discovered that unemployment benefits act as a cushion
for finances, partially offsetting the reduction in investments during periods of unemployment. Through temporary
stability of income, the benefits enable some investors to keep their contributions to mutual funds, lessening the
urgency of liquidating assets. Though the magnitude of this effect depends on the level and length of the unemployment
benefits, the research illustrates the significance of social safety nets in maintaining market participation in times of
economic weakness, showing the impact of fiscal policy on the behavior of investors and the general stability of
markets.

Chapter 3 :Research Methodology
3.1Research Design:

The study employs a quantitative research design to examine the impact of unemployment on mutual fund investment
behavior. A survey-based approach is used to collect data from MBA students, focusing on their investment
preferences and decision-making under varying employment conditions.

3.2Data Collection Method
Primary Data: Obtained through a standardized questionnaire administered to 60 MBA students.

The questionnaire contains queries regarding investment choices, risk tolerance, and money- making decisions in
varying terms of employment.
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Secondary Data: Obtained from research studies, scholarly articles, money reports, mutual fund returns, and
macroeconomic data like unemployment rates from the government and financial organizations.

3.3 Sample Size and Sampling Technique: Sample Size: 60 MBA students.

o Sampling Technique: Convenience Sampling (students with different financial literacy and investment
experiences.

3.4 Tools for Data Analysis
o Descriptive Statistics: Mean, Standard Deviation, and Frequency Distribution to describe the data.

3.5 Inferential Statistics:

o Regression Analysis to examine the relationship between unemployment rates and investment in mutual
funds.

o Chi-Square Test to find associations between categorical variables (e.g., employment status and investment
options).

o T-Test to test investment behavior after and before unemployment conditions.

3.6 Limitations of the Study

o Limited Sample Size: The research is limited to 60 MBA students, which can't be a representative sample
of overall investor behavior.

o Geographical Constraints: The data is gathered from one specific academic institution, thus limiting the
generalizability.

o Behavioral Bias: Self-reported data is prone to being biased by personal attitudes and financial knowledge.

o Exclusion of Other Macroeconomic Factors: The model only considers unemployment and excludes

factors such as inflation, interest rate, or GDP growth that also affect investment in mutual funds.

3.7Macroeconomic Indicators and Mutual Fund Investments: Focus on Unemployment

Unemployment is one of the most important macroeconomic indicators that significantly affect mutual fund investment
patterns. Increases in unemployment influence investor sentiment, risk- taking capacity, and fund inflow into different
categories of mutual funds. This section examines the effect of unemployment on mutual fund investments.

1. Unemployment and Investor Confidence
Lower Risk Appetite:

o Unemployment breeds financial uncertainty, and investors become risk averse. This is reflected in the desire
to move away from equity mutual funds towards secure investment products such as fixed deposits and debt funds.

o Less Disposable Income: With more unemployment, people have lower discretionary incomes to invest in
mutual funds, thus lower systematic investment plan (SIP) investments.

o Psychological Impact: Fear of long-term unemployment discourages investors from investing in long-term
investments, and this causes high cash balances and redemptions in mutual funds.

2. Mutual Fund Flows and Asset Allocation Impact

o Equity Mutual Funds: Unemployment destroys confidence in the equity markets, and therefore, investors
redeem their funds from equity funds, mostly mid-cap and small- cap funds.
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o Debt Mutual Funds: Liquid and debt funds are preferred by investors in times of high unemployment since they
are relatively stable. Economic slumps can, however, also cause mounting credit risk for corporate bond funds.

o Systematic Investment Plans (SIPs): Unemployment increases upset SIP investments since the individual
will opt for common expenses instead of adhering to the long-term commitment of investing through SIPs.

3. Sectoral Impact on Mutual Funds

o Cyclical vs. Defensive Sectors: Cyclical mutual funds (banking, real estate, and consumer discretionary)
decline with rising unemployment waves, while defensive sectors (healthcare and FMCG) hold up comparatively
well.

o Technology and Gig Economy Funds: Trends in unemployment influence industries such as IT and gig
economy services, and hence thematic mutual funds in such industries.

o Government-Supported Schemes: Growing unemployment can fuel demand for the mutual funds invested
in public sector enterprises or government bond funds owing to policy initiatives and stimulus packages.

4, Behavioral Finance and Unemployment Trends

o Herd Behavior: Mutual fund investors fear and redeem their investments as a result of increased levels of
unemployment, resulting in increased market volatility and mutual fund redemptions.

o Loss Aversion: Investors facing job insecurity prefer capital preservation over individual high returns, leading
to higher investments in money market funds and gold ETFs.

o Liquidity Preference: During periods of unemployment, investors hold liquid assets rather than investing in
equity-based schemes, affecting market liquidity.

5. Policy Interventions and Mutual Fund Performance

o Government Stimulus Steps: Fiscal policies such as unemployment allowances, fiscal stimulus plans, and
tax breaks influence investor confidence and mutual fund investment patterns.

o Rate Cuts: Central banks cut interest rates to stimulate activity, affecting mutual fund yields indirectly by
increasing stock prices and bond yields.

o Regulatory Reforms: SEBI and regulators can make reforms to safeguard retail investors, like reducing the
expense ratio or encouraging investor education during high unemployment periods.

Chapter 4 : DATAANALYSIS
4.1 Analysis of Correlation Between Unemployment Rate and Total Investment

The correlation matrix depicts the correlation between the unemployment rate (%) and total investment (% Cr) for the
past five years. The correlation coefficient between the two variablesis
-0.04803.

Key Observations:
1. Weak Negative Correlation:

o The correlation value of -0.04803 indicates a very weak negative correlation between unemployment rates
and total investments.
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o Therefore, as unemployment varies, its effect on total investment is negligible.
2. No Strong Linear Relationship: No

o Because the correlation is nearly zero, there is not a strong linear relationship between the two variables.
o This means that investment levels are not directly dependent on unemployment rates alone, or other
macroeconomic variables could have a more prominent role.

4.2 Analysis of Regression Between Unemployment Rate and Total Investment

Regression Equation:

Total Investment= Total Investment— 1794.73 — 18.72 x Unemployment Rate Key Observations:
Negative Slope (-18.72):

o Aslope of -18.72 for the regression coefficient means that for any 1% rise in the
unemployment rate (assuming other variables constant), total investment falls by about
%18.72 crore.

o This is intuitive from an economic standpoint—increased unemployment may be indicative of poorer
economic health, and thus lower investments.

Intercept (1794.73):

o The intercept implies that if the unemployment rate was 0%, the total investment that would be predicted is
%1794.73 crore.
o Though, since zero unemployment is not realistic, this figure needs to be viewed with care.

Weak Predictive Power:

o Correlation analysis previously indicated an extremely weak correlation (-0.04803), implying that
unemployment alone cannot powerfully explain fluctuations in investment.

o The small absolute magnitude of the slope indicates that shifts in unemployment hardly influence patterns in
investment.
o Investment is driven by various macroeconomic indicators like GDP growth, inflation, government policy, and

interest rates and not solely by unemployment.

o Investors can still go ahead with investments even as unemployment increases if enterprise confidence,
government subsidies, or foreign investment are on the upswing.

o Some sectors (e.g., technology, healthcare) will keep investing irrespective of directions in unemployment.

Interpretation of Regression Statistics
1. R-Squared Value: 0.0023

o The R-squared value (0.0023) implies that variation in total investment is explained only by 0.23% through the
movement in the unemployment rate.
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o That is an ultra-low value implying that unemployment rate is not a very good indicator of total investment.
. There could be other macroeconomic factors like GDP growth, inflation, interest rates, etc., and policies that

would affect investment decisions significantly more thanthis.

4.3T-Test Analysis

T-statistic: 8.23

o A large t-statistic indicates that the correlation between unemployment rate and total investment is statistically
significant at some level.

P-value: 0.00119

o Because the p-value (0.00119) is considerably less than 0.05, we can reject the null hypothesis (which
postulates no relationship between the variables).
. This indicates statistical evidence of a relationship, but since the R-squared value is so low, the effect size is

extremely weak.
Unemployment Rate vs Total Investment (X Cr)

@ Data points ™
—— Regression Line

2500
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5 o
2 1500
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Unemployment Rate (%)
The effect of employment status on mutual fund investment decisions of MBA Students
Employment Status No, but I am Yes, but not Yes, currently
interested anymore investing

Employed (Part Time) 1 0 2
Student 14 6 31
Unemployed 2 1 3
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Investment Decision by Employment Status

Have you ever invested in mutual funds?
N Yes, currently investing
s No, but | am interested
| Yes, but not anymore

30 4

25 A

count

What Is your current employment status?

Findings Interpretation

o Highest Investment Interest in Investments Expressed by Students: Highest investment interest in investments
is expressed by students, and 31 of them are making investments actively. It is because of increased financial awareness,
exposure to online investment websites, and long-term money goals.

o Part-Time Working Individuals are Less Involved in Investments: Part-time working individuals are least
involved in investments with only 1 showing an interest and 2 already being involved. This could be because they have
less finances in the form of low disposable income and financial fluctuation.

o Unemployed Individuals Have the Lowest Investment Involvement: Only 2 unemployed individuals wanted
to invest, and 1 had already invested while 3 were in the process of investing. The trend is consistent in an economic
sense because financial uncertainty deters investment involvement.

o Correlation with Unemployment and Total Investment: A negative correlation coefficient of (-0.04803)
between total investments and unemployment levels shows negligible overall impact. This suggests that investment
patterns are more influenced by working professionals and students and are not influenced much by overall national
levels of unemployment.

Additional analysis demonstrates:

o Students account for investment trends most, regardless of higher unemployment levels.

o Unemployed people have low levels of investment, although a few invest in the financial markets.
o Half-time employees have normal investment behavior but are not the majority segment.

Chapter 5 :

The study was aimed at exploring the impact of unemployment on investment in mutual funds based on
investor behavior, fund flows, and portfolio choices. The findings confirm that unemployment has little impact
on aggregate investment behavior since the majority of mutual fund investors belong to less vulnerable
categories such as students and employed individuals.

Investor Behavior

o The students are most interested in mutual funds, and that is driven by higher awareness about personal finance
as well as the availability of online services in an easy way.
o Part-time workers invest but in smaller amounts because of uncertainty in finances as well as variations in
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incomes.
o Unemployed people invest the least, and that is because unemployment encourages lower security about

personal finance and hence investment is low.

Money Piling into Mutual Funds

o The negative (-0.04803) coefficient between unemployment and aggregate investments explicitly reveals that
fund movement is not dependent heavily on national unemployment rates.
. Other macroeconomics like GDP growth rates, inflation control, and official measures also influence mutual

fund investments more than unemployment.

Portfolio Choices:

o Blue collar students also invest in appreciation funds because they anticipate long-term profit.
o Part-time and unemployed investors, if they invest at all, can choose conservative investments such as
debt mutual funds or systematic investment plans (SIPs) such that there will be no financial volatility.
o According to the study, unemployment has barely any influence on the choice of portfolio and other role-playing

factors such as risk tolerance, disposable income, and understanding of finance drive the choice of portfolio to a
greater extent.

Implications and Recommendations

o According to the study, policymakers and financial institutions need to give greater priority to investment
participation programs for working groups. Some of the suggestions are:
o Enhancing Financial Literacy Programs: Since the students are already investing, programs need to

further empower them with more advanced portfolio management
methods, along with reaching out to the unemployed and part-time workers to improve their financial prospects.

o Constructing Adaptive Investment Vehicles: Initiating micro-investing applications or affordable mutual
funds as low-barrier-to-entry investment vehicles has the potential to spur financially restricted people to make amove.

o Providing Unemployment Incentives: Tax incentives for unemployed individuals investing in mutual funds and
government-sponsored investment programs can intercept the investment deficiency caused due to financial risk
aversion.

o Promoting Employer-Sponsored Investment Plans: Companies can provide partial employees investment-
linked saving plans under which they can save even with fluctuating incomes.

Chapter 6: CONCLUSION

This study gives a comprehensive analysis of the interrelation between unemployment and mutual fund investment,
looking into the interdependence between unemployment and investor behavior, fund inflows, and portfolio selection.
The conclusions are that unemployment has a weak negative correlation with total investment (-0.04803) and is not,
therefore, an essential single determinant of mutual fund participation. Macro determinants like GDP growth, inflation,
and public policy, however, play more significant roles in determining investment behavior.

The findings show that students are the highest investors, fuelled by financial literacy and future- oriented, while those
employed and unemployed have lower investment rates because of irregular income and lack of finance.
Regression also supports that unemployment does not affect aggregate investment levels significantly, with a small fall

© 2025, IJSREM | www.ijsrem.com DOI: 10.55041/IJSREM45168 | Page 14



http://www.ijsrem.com/

e
'{IJSRED:{'

a7 [nternational Journal of Scientific Research in Engineering and Management (IJSREM)

W Volume: 09 Issue: 04 | April - 2025 SJIF Rating: 8.586 ISSN: 2582-3930

in investment as unemployment rises.

Overall, the study in this paper concludes that mutual fund investment is immune to employment rate fluctuations, where
investor participation depends more on faith in the economy, risk appetite, and economic awareness levels than the
employment factor itself. Future studies can investigate larger macroeconomic forces over investment patterns and
formulate specific monetary interventions to induce investing at different levels of employment.
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