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Abstract

This study explores the behaviour of retail investors in JSW Steel, distinguishing between investment and
speculation. While 70% identify as long-term investors, many still engage in speculative practices due to
factors like greed and limited financial literacy. Survey results and chi-square tests reveal a clear perception
that speculation is riskier than investment. The study emphasizes the need for enhanced financial education
and disciplined strategies to promote informed investing and reduce speculative risks in volatile sectors like
steel.
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Introduction

Understanding the difference between investment and speculation is vital for retail investors navigating modern
financial markets. Investment focuses on long-term, research-based strategies for wealth creation, while
speculation involves short-term, high-risk trading often influenced by emotions and market noise. With
increasing participation via digital platforms, many retail investors, including those in JSW Steel, exhibit mixed
behaviours aiming for long-term growth yet often engaging in speculative actions. This study explores how
these investors perceive and practice investment versus speculation, highlighting the influence of risk appetite,
financial knowledge, and behavioural factors. The goal is to promote informed investing and reduce
speculative tendencies for better market stability.

Objectives Of the Study
1. To compare the investment and speculation approaches adopted by long-term investors versus short-
term investors.

2. To understand the impact of investment and speculation behaviors on market dynamics and price
volatility.

3. To examine the influence of financial knowledge and experience on the decision-making processes of
and retail investors.

4. To identify strategies that can help retail investors minimize speculative risks and encourage informed
investment decisions.
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Scope Of the Study

This study focuses on analysing the behavioural differences between investment and speculation among retail
investors of JSW Steel. It explores their decision-making patterns, risk tolerance, and the influence of financial
literacy and market dynamics. The study also assesses the impact of technological tools and regulatory
measures on shaping investor behaviour.

Need Of the Study

This study is essential to understand how retail investors differentiate between investment and speculation,
especially in the context of JSW Steel. It highlights the behavioral patterns, risk perceptions, and financial
literacy levels influencing their decisions. The findings aim to support informed investing and reduce market
instability caused by speculative behavior.

Literature Review
1. Sharma, R. (2024)

This study examines the behavioural differences between institutional and retail investors in volatile market
conditions. It reveals that institutions are more likely to rely on quantitative data while retail investors base
decisions on sentiment and market trends. The paper also outlines risk-return profiles of both groups. It
concludes that speculation is more rampant among retail investors, especially during economic downturns.

2. Kumar, A. & Verma, S. (2024)

This research explores the role of speculation in driving market bubbles, focusing on retail trading apps
and increased market access. The authors find that while retail investors remain cautious, retail investors
exhibit herd behavior. The paper provides empirical data from the Indian stock market and discusses the
regulatory implications.

3. Patel, D. (2023)

Patel investigates the impact of financial literacy on the investment and speculation behaviours of both
institutional and retail investors. The study highlights that retail investors often use hedging to mitigate
speculative risk. Retail investors, on the other hand, often engage in speculation due to limited financial
knowledge and high return expectations.

4. Rao, N. & Menon, A. (2023)

This study delves into the trading frequency and decision-making patterns of different investor types. It
finds that retail investors maintain long-term portfolios and strategic asset allocations, while retail investors
engage in high-frequency speculative trading. The findings are supported with data from brokerage
platforms.

5. Singh, V. (2023)
Singh compares investment objectives and speculative intentions among mutual fund institutions versus

individual investors. The paper finds that speculation tends to increase among retail investors in bullish
markets. It also notes how media and social media platforms influence investor perception.

6. Deshmukh, T. (2023)
The research identifies psychological biases such as overconfidence and loss aversion among retail

investors that lead to speculative trading. It further contrasts this behavior with the disciplined, data-driven
approach of retail investors. Findings are backed with survey data.
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7. Gupta, M. & Tiwari, R. (2022)

This article examines the tools and techniques used for investment analysis by retail investors, including
fundamental and technical analysis. In contrast, retail investors are found to rely more on trends and
speculative tips. The research recommends enhanced financial education to narrow the gap.

8. Agarwal, S. (2022)

Agarwal focuses on regulatory responses to speculation and investment in emerging markets. It highlights
how regulatory tightening curbs speculative bubbles among retail participants. Retail investors, however,
adjust their portfolios using derivatives to manage risks.

9. Chatterjee, D. & Bose, R. (2022)

The authors explore the role of algorithmic trading in enhancing institutional investment outcomes and
reducing speculation. Retail investors’ limited access to such tools makes them more vulnerable to
emotional and speculative decisions.

10. Reddy, B. (2021)

This study evaluates the impact of online trading platforms on retail speculation. The findings suggest that
ease of access has increased the frequency of speculative trades among individuals. Retail investors
maintain risk-averse positions despite tech adoption.

Research Methodology
Collection Of Data

Data for the study was collected through a structured questionnaire from 200 retail investors of JSW Steel. It
focused on their investment behavior, risk perception, decision-making, and understanding of investment
versus speculation. The responses were analyzed using statistical tools like chi-square tests to draw meaningful
insights.

After analysing the primary data collected from different respondents, we came to know that -

e Half of the respondents (50%) identify capital appreciation as their primary investment goal,
indicating a strong preference for long-term growth and value creation. 20% seek regular income,
suggesting a moderate focus on stability and consistent returns. Meanwhile, 15% each prioritize short-
term gains and wealth preservation, reflecting a mix of opportunistic and conservative strategies.
Overall, the data highlights that most retail investors are inclined toward building wealth over time
rather than pursuing quick profits or maintaining existing wealth.

e According to the data, 35% of respondents believe that both investors and speculators have equal
access to information, indicating a general perception of a level playing field in terms of market
knowledge. However, 30% think speculators have better access, slightly more than the 25% who
Favor investors. Meanwhile, 10% are unsure. This suggests that while most respondents feel access
to information is fairly distributed, a considerable number still perceive speculators as having an edge,
possibly due to their reliance on real-time data and market trends.

e Half of the respondents (50%) believe that both investors and speculators manage risk equally,
indicating a balanced perception of risk-handling capabilities. However, 25% feel speculators manage
risk better, slightly more than the 20% who favour investors. The remaining 5% are uncertain. This
reflects a mixed understanding among retail investors, suggesting that while many recognize effective
risk management in both approaches, a notable segment views speculation as more actively managed
in terms of risk, possibly due to its dynamic and short-term nature.
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e Asignificant majority of respondents (70%) believe that investment offers better long-term financial
security, indicating a strong preference for stable, research-based financial planning. Only 15% view
speculation as a viable long-term strategy, while 10% consider both equally effective. A small portion
(5%) remain uncertain. This suggests that most retail investors associate long-term financial growth
with disciplined investing rather than high-risk speculative behaviour.

e Half of the respondents (50%) believe that greed for quick money is the primary reason people engage
in speculation. This suggests that emotional factors, such as the desire for fast profits, significantly
drive speculative behaviour. Additionally, 25% attribute speculation to a lack of investment
knowledge, while 15% and 10% point to peer/media influence and market excitement, respectively.
Overall, the results highlight that psychological and informational gaps are key contributors to
speculative tendencies among retail investors.

Results & Findings
Hypotheses:
o Ho (Null Hypothesis): There is no significant difference in perception between speculation and
investment in terms of risk.
o Hi (Alternative Hypothesis): There is a significant difference in perception regarding the risk of

speculation vs. investment.

Observed Frequencies:

Response Observed (O)
Yes 150

No 30

Not sure 20

Total 200

Expected Frequencies:
Assuming equal distribution:

o Total = 200 respondents
o 3 options — Each expected count = 200/ 3 = 66.67

Chi-Square Calculation:
¥2=Y E(O-E)2/E
X2=(150-66.67)2 /66.67+(30-66.67)%/66.67+(20-66.67)2/66.67
=6936.11/66.67+1361.11/66.67+2190.28/66.67
ss  =104.04+20.42+32.85=157.31

Degrees of Freedom:

df=(3-1) =2
CriticalX?at a =0.05 df=2=25.991
Result:

Since 157.31 > 5.991, we reject the null hypothesis.
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Hypotheses:

« Ho (Null Hypothesis): There is no significant preference between investment and speculation for
long-term financial security.

« Hi (Alternative Hypothesis): There is a significant preference for one financial strategy over
another.

Observed Frequencies:

Response Observed (O)
Investment 140
Speculation 30
Both equally 20
Not sure 10
Total 200

Expected Frequencies:
4 options — Expected for each =200 /4 = 50

Chi-Square Calculation:
¥2=(140-50)2/50+(30-50)2/50+(20-50)2/50+(10-50)2/50
=8100/50+400/50+900/50+1600/50

=162+8+18+32=220

Degrees of Freedom:
df=4-1=3
Critical 2 at 0=0.05, df=3 = 7.815

Result:
Since 220 > 7.815, we reject the null hypothesis.
Summary of Hypothesis Testing:

The chi-square tests conducted reveal significant differences in perceptions among retail investors of JSW
Steel. Firstly, a large majority perceive speculation as riskier than investment, with the calculated chi-square
value (157.31) far exceeding the critical value (5.991), leading to the rejection of the null hypothesis. Secondly,
when comparing preferences for long-term financial security, investment overwhelmingly dominates
speculation, with a chi-square value of 220 (critical value: 7.815), again rejecting the null hypothesis. These
results confirm that retail investors not only distinguish between investment and speculation but also strongly
prefer investment as a safer and more reliable strategy for long-term financial growth.

Findings
1. Long-Term Investment Preference:

o 70% of respondents are long-term investors.
o 60% define investment as a long-term capital commitment.
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2. Moderate Market Experience:
o 40% of participants have 1-3 years of market experience.
o 20% have more than 5 years of experience.
3. Primary Goal — Capital Growth:
o 50% prioritize capital appreciation.
o Only 15% aim for short-term gains.
4. Clear Understanding of Concepts:
o 65% define speculation as trading for short-term price movement.
o 75% believe speculation is riskier than investment.
5. Market Sentiment — Speculation Dominates:
o 45% feel speculation dominates the market today.
o 60% occasionally trade based on rumors or tips.
6. Research Practices:
o Only 20% always conduct fundamental analysis.
o 50% sometimes follow technical charts.
7. Holding Period:
o 45% hold financial instruments for 1 month to 1 year.
o 20% hold for more than 1 year.
8. Speculative Exposure is Limited:
o 55% allocate only 0-10% of capital to speculative assets.
o Indicates cautious attitude toward high-risk trades.
9. Risk Management Perception:
o 50% believe both retail and institutional investors manage risk equally.
o 70% believe retail investors are more prone to herd behavior.
10. Information & Behavior:
o 35% think both groups (retail and institutional) have equal access to information.
o 60% believe retail investors are more likely to hold long-term positions.
11. Financial Security Preference:
o 70% believe investment offers better long-term financial security than speculation.
12. Drivers of Speculation:
o 50% cite "greed for quick money" as the main reason people speculate.
o 25% blame lack of financial knowledge.

Conclusion

The study clearly highlights that retail investors of JSW Steel predominantly favor long-term investment over
speculation, recognizing it as a safer and more reliable path to financial security. While some speculative
behavior exists due to greed and market influence, the majority demonstrate a cautious approach with limited
exposure to high-risk trades. Strengthening financial literacy and promoting disciplined investing can further
reduce speculative tendencies and support healthier market participation.

Limitations

The study highlights that while a majority of retail investors in JSW Steel recognize the value and security of
long-term investment, a noticeable portion still engages in speculative behaviour driven by greed, peer
influence, and limited financial knowledge. Though most investors show awareness of the risks associated
with speculation, their actions often blur the lines between informed investing and risky trading. This
underscores the urgent need for enhanced financial education, regulatory oversight, and the promotion of
disciplined, research-based investment strategies to foster sustainable financial well-being and market stability.

Suggestions

Based on the study, it is evident that while most retail investors in JSW Steel lean towards long-term investment
for financial security, speculative behaviour still persists due to greed, lack of knowledge, and market influence.
To enhance stability and informed decision-making, investors should focus on financial literacy, risk
management, and disciplined investing, while policymakers and institutions must foster transparency and
promote education to reduce the adverse effects of speculation.
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