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Abstract:

Investors need to invest their money in line with their financial goals. They also need liquidity to
be able to exit the investments. Securities markets provide a cost-efficient and reliable
marketplace for investors to manage their investments. It is a marketplace for securities. While it
offers an opportunity to investors to benefit from investing in securities issued by companies,
governments, etc., it also offers liquidity or an exit route to existing investors of the same
securities. It is a marketplace for securities. While it offers an opportunity for investors to benefit
from investing in securities issued by companies, governments, etc., it also offers liquidity or an
exit route to existing investors in the same securities. A well-regulated securities market instils
faith among the investors and helps grow it further. Higher faith among investors draws more
money from them in securities markets. Such a growth of the securities market is essential for the
efficient allocation of resources within the economy.
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1. Introduction

The security markets across the world are noted for their high volatility, volatile price
movements, and complex economic factors that subject investors to several forms of risks. Risk
management in the security market has become a vital activity to protect investor interests and
promote financial stability. It involves identifying, analyzing, and controlling risks associated
with market changes, credit defaults, operational inefficiencies, and geopolitical risks. The
efficiency of risk management practice has a profound impact on investment choice, portfolio
performance, and market sentiment. Over the past few years, the growing utilization of
sophisticated financial instruments, algorithmic trade, and derivative products has accentuated the
risk management complexity even further, calling for more planned and technology-based
strategies (Hull, 2018).

In the case of India, the security market has registered significant changes fueled by
liberalization, electronic infrastructure, and regulatory reform. Organizations like the Securities
and Exchange Board of India (SEBI) have been instrumental in creating a strong regulatory
system to promote transparency, accountability, and investor protection. Even with these
improvements, retail and institutional investors still encounter difficulties in managing risks
because of insufficient awareness, absence of access to financial advisory, and behavioral biases.
Incidents such as market crashes, economic downturns, and global financial crises have
highlighted the imperative for sound risk management strategies specific to varied investor
profiles and financial instruments (Saunders & Allen, 2020).
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This research paper aims to explore the risk management practice landscape in the Indian security
market, looking at both theoretical concepts and empirical data. The research seeks to examine
how investors understand and react to risk, the instruments and methods they use, and the impact
of financial literacy and technological advancements on risk preparedness. Through examining
the effectiveness of existing measures and determining major gaps, the paper hopes to provide
useful recommendations for policy makers, financial institutions, and investors seeking to
develop a more robust and enlightened investment environment. The research not only adds to
the realm of academic scholarship but also offers actionable suggestions for improving risk
management in an ever-changing market landscape. When online buyers face losses, the risk
increases leading to digital stress (Gaikwad & Bhattacharya, 2024).

In India, the history of the securities market has been characterized by the liberalization of the
economy, technological innovation, and the creation of regulatory institutions like the Securities
and Exchange Board of India (SEBI). These forces have created new opportunities even as they
compounded the risk complexity facing market players. The expansion of algorithmic trading,
derivatives, exchange-traded funds, and retail participation has brought newer aspects to risk
exposure (Ghosh & Chatterjee, 2022). Therefore, the demand for proactive and adaptive risk
management techniques has become more urgent than ever. This involves identifying, analyzing,
assessing, and monitoring risks through both conventional financial models and modern
technological means like artificial intelligence and data analytics.

The objective of this research paper is to analyze the nature and extent of risks that dominate the
security market and to analyze the risk management strategies and regulatory mechanisms that
have been put in place. Based on an empirical analysis, regulatory environment, and market
practices, the research seeks to analyze the efficacy of prevailing risk management practices and
identify areas for improvement. In light of the growing integration of Indian markets with global
financial systems, a full-fledged knowledge of risk management is critical to creating resilience
and long-term growth in the security market.

2. Background of Study

The security market serves as a vital component of a nation’s financial system, facilitating the
efficient allocation of capital and supporting economic growth. In essence, it provides a platform
for trading equities, bonds, derivatives, and other financial instruments, enabling both investors
and companies to meet their respective financial objectives. However, the intrinsic nature of the
market makes it vulnerable to a broad spectrum of risks—ranging from market and credit risk to
liquidity and operational risk. These uncertainties can adversely affect investment outcomes,
corporate valuations, and overall market stability, making risk management an indispensable part
of trading and investment operations.

Historically, both domestic and international financial markets have witnessed periods of intense
volatility triggered by economic recessions, geopolitical tensions, inflationary pressures, and
abrupt regulatory changes. The 2008 global financial crisis and the COVID-19 pandemic are
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prime examples that exposed systemic vulnerabilities and underscored the significance of robust
risk mitigation frameworks. In the Indian context, market reforms initiated in the 1990s along
with the establishment of regulatory bodies such as SEBI brought about transparency and
structured governance. Nevertheless, frequent episodes of stock market turbulence, scam-induced
losses, and default cases continue to challenge the robustness of existing risk management
mechanisms.

Furthermore, the Indian security market has seen a significant rise in retail participation,
especially through digital platforms, post-pandemic. While this democratization of investment is
commendable, it has also increased exposure to market-related risks among new and
inexperienced investors. The proliferation of complex financial products like derivatives, margin
trading, and algorithmic strategies, without corresponding investor education, amplifies systemic
risk. Moreover, institutional investors, mutual funds, and brokerage firms rely heavily on
quantitative models and predictive analytics to minimize exposure, but the effectiveness of these
strategies varies widely. Thus, the background for this study emerges from the pressing need to
understand current risk management practices, identify their strengths and weaknesses, and assess
the readiness of the Indian security market to handle uncertainties.

This study is therefore grounded in the evolving financial landscape of India, where regulatory
evolution, digital transformation, and changing investor behavior collectively influence how risks
are perceived and managed. By analyzing these dimensions, the research seeks to bridge the gap
between theoretical risk management models and their practical applications, ultimately
contributing to more resilient market practices and informed policymaking.

3. Objectives of study:

a. To study the management of risk associated with capital market

b. To study the various types of risk associated with securities

C. To study the criteria for investment decisions to reduce the risk associated in various
securities

4. Review of literature:

Recent studies have explored the complex interplay between macroeconomic factors and stock
market volatility. Putra et al. (2025) used the GARCH-MIDAS model to examine the Indonesian
Composite Index (ICI), combining daily stock returns with monthly macroeconomic factors like
the Effective Federal Funds Rate (EFFR), Consumer Price Index (CPI), and inflation rates. The
results showed that the EFFR has a strong influence on the long-run volatility of the ICI,
highlighting the relevance of including macroeconomic variables in models of volatility
forecasting. This measure improves the forecasting capability of risk estimates, helping
policymakers and investors make better-informed decisions.

The contribution of information dissemination in controlling systemic risk in stock markets has
received focus in recent research. Enders and colleagues (2025) investigated the extent to which
carbon transition risks impact equity prices in the United States and Europe. Using revealed
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carbon intensity data, the study revealed that greater carbon transition risks correlate with lower
equity valuations, which means investors are increasingly considering environmental risks when
making investment choices. This emphasizes the importance of having corporations manage and
publicly disclose environmental hazards to uphold shareholder confidence as well as address
conceivable market fluctuation.

The market efficiency of security markets, especially with reference to cyclical economic
environments, has been the subject of recent research. Lee and Kim (2025) evaluated whether
stock markets are characterized by cyclical market efficiency under different economic
conditions. The study concluded that market efficiency is dynamic, changing from one stage of
economic cycle to the next, and it implies the capacity of investors to forecast returns changes
over time. This circular process of market efficiency suggests that risk management must also be
adaptive to the prevailing economic conditions to ensure optimal investment performance.

Devi. S and Renuga Bharathi, N (2008) found that the accompanying components to be specific
promotion, chance factor, financial specialist complaints, speculation design, change in way of
life, stock representative help, venture learning, venture data, individual reserve funds, size of
venture, monetary condition and diminishing degree of sensex impacts the view of speculators on
speculation.

Kousalya P R and Gurusamy P (2012) in their exploration has presumed that financial specialists
settle on self-choice with respect to their venture. Ventures are made for a time of under
three years and there is a huge connection among age and mindfulness.

The investigation attempted by Anbar and Eker (2010) discovers budgetary hazard resistance is
one of the significant variables which should be concentrated well before settling on speculation
choice .Measuring hazard resilience and deciding the elements that influence monetary hazard
discernment are significant elements which should be considered. In Modern speculation choice
model there are four basic contributions for improvement of money related and venture hazard
plans. The data sources recognized are objectives, time skyline, money related dependability
and monetary hazard resilience. More the hazard disinclined speculators, less the monetary
hazard resistance and the other way around.

Barua and Varma (1993), in a related investigation of the trick, characterized the expression
"protections trick" as a redirection of assets to the tune of over Rs. 3500 crore from the financial
framework to different stockbrokers in a progression of exchanges (essentially in Government
protections) during the period April 1991 to May 1992. It discovered that in April 1992, the
principal press report showed up demonstrating that there was a deficiency in the Government
Securities held by the State Bank of India. In barely a month, examinations uncovered this was
only the tip of a 23 ice sheet which came to be known as the protections trick, including
misappropriation of assets to the tune of over Rs. 3500 crores. The trick created such monstrous
open intrigue that it turned into a lasting component on the front pages of papers. An enormous
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number of organizations, specifically, the Reserve Bank of India (RBI), the Central Bureau of
Investigation (CBI), the Income Tax Department, the Directorate of Enforcement and the Joint
Parliamentary Committee (JPC) were good to go to researching the different parts of the trick.

5. Data analysis:

o Analysis of Questionnaire

On the basis of investors’ interest in financial market and their investment criteria relating to
securities, the data and the figures both are collected with the help of questionnaire. After the
analysis we came at conclusion that all investors think twice or thrice times before investing
because the market is surrounded by various risks and factors which directly impact their
savings. Risk Management is the only option that an investor carry always while take huge
decisions in relation to investment. The study also comprehends the investment criteria of
investors while investing in corporate and government securities. The research also comprises the
investors’ perceptions of investment in relation to primary market and secondary market. The
study includes the fact that how domestic investors are critical for market growth and risk
mitigation.

Q 1: Is risk management a peculiar way to control scam?
Perception on Risk Management (Stock Business) Perception on Risk Management (Trade Business)

Yes
. No
B Can't Say

Yes
. No
. Can't Say

—
~

-
1=

@

Number of Respondents

= =)

<2,50,000
=5,00,000
<2,50,000
=5,00,000

2,50,000-5,00,000
50,000-5,00,000

2,

Income Group Income Group

The respondents with an income above 5,00,000 mostly agreed that risk management is a
peculiar way to control scams (8 out of 13). Among lower-income groups (<%2,50,000),
responses were more evenly split, with a notable share (5 out of 10) disagreeing. The "Can't say"
category remained consistent across all income groups, indicating a minor segment is unsure
regardless of income level. As the Table shows the expected result that individual who are in
stock business and whose having aggregate income less than 2,50,000 and more than 5,00,000
are more inclined and they believe that risk management is the better way to control scam in the
market. On the other side of Table the aggregate percentage of interest is nearly 40% in the
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financial market and they believe less that risk management option is way to control scam, yet
the percentage is not significant.

Q. Do you believe that high risk means high return?

Perception on Risk Management (Stock Business) - Updated Perception on Risk Management (Trade Business) - Updated

Yes Yes
. No . No
I Can't Say B Can't Say

10

=)

o

=~

Number of Respondents

[

<2,50,000 |
2,50,000-5,00,000
=>5,00,000 |
<2,50,000
,50,000-5,00,000 |
=>5,00,000

~N
Income Group Income Group

As table adequately clears that variability of income has definitely change the mindset of
individuals because decision solely depends on income of individuals. Above Table reveals that
those investors who are involved in stock as well as trade business firmly believe that for more
and better return they take risk in high altitude by investing in different options. While
confidence in risk management is evident among higher-income respondents in both stock and
trade businesses, the lower and middle-income groups—particularly in trade—reflect mixed or
unsure views. This points to a need for targeted investor education and awareness campaigns to
bridge knowledge gaps and strengthen trust in market regulations.

Q 3. Do you believe in diversification?
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Perception on Risk Management (Stock Business) - Final Plot Perception on Risk Management (Trade Business) - Final Plot
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. No
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>5,00,000 |
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=5,00,000 |

N
Income Group Income Group

As the result highlighting in Table we conclude that the stock traders are quite interested in
process of diversification as compare to trade individuals. Their percentages are nearly 46.66%
which shows that the individuals involved in stock business believe in diversifies their stock to
earn high returns at low risk and enhance profitability. Whereas on the other, trade individuals
are neither disinterested nor inclined and their percentage amounting to 36.66% which is lower
than percentages of individuals engaged in stock business. The data illustrates that higher-income
participants in the stock business tend to trust risk management practices more than those in
trade. However, the trade business, especially among middle-income groups, reflects greater
skepticism. These findings highlight a critical need for differentiated investor education,
particularly targeting small-scale traders and lower-income groups, to enhance trust and
understanding of risk management as a protective tool in the securities market.

Q 4. Do you believe that risk management really works for better returns?
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Belief in Risk Management for Better Returns - Stock Business ParticiBaié$ in Risk Management for Better Returns - Trade Business Participants
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As the Table reveals the result that the stock traders believe that risk management really work in
getting higher returns as they decrease the level of risk which are involved in financial
securities. On another side, trade businessman level of interest is only 36.66%, it means neither
they are disinterested nor inclined but the percentage is comparatively low to stock individuals.
Across all income groups, 43.33% believe risk management leads to better returns. The highest
belief is among the middle and high-income stock participants (50%). Lower-income participants
show higher skepticism (41.67%) and uncertainty (25% “Can’t Say”). Overall, 36.67% of trade
business participants believe risk management supports better returns. Strongest agreement is
among the higher-income group (54.55%), while lower-income traders are most uncertain (40%).
A significant 33.33% of total trade participants selected "Can't Say", suggesting a need for
awareness-building.

Q 5. Do you believe that every risk is unfavorable in financial market?
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Every Risk is Unfavorable - Stock Business (%) Every Risk is Unfavorable - Trade Business (%)

. Can't Say

Percentage of Respondents

<2,50,000
=5,00,000
=2,50,000
>5,00,000

2,50,000-5,00,000
,50,000-5,00,000

~N
Income Group Income Group

Above Table reveals that the investors of stock business believe that risk is apparently
unfavorable at all times in financial market, but still they take risk and get enrolled them in
investment by considering the level of risk and 43.33% are satisfied with their risk taking
decisions. Whereas on other face, trade businessmen are not much inclined but they quite believe
in this theory that risk is unfavorable and their percentage are 33.33%. Stock business
participants show higher agreement with the notion that every risk is unfavorable, especially
among middle-income earners. Trade business participants are more divided and skeptical about
that belief, especially at higher income levels. Significant uncertainty exists among low-income
groups, indicating a clear need for financial education on positive risk-taking (e.g., strategic
investment risks).

Q. 6 Do you believe that credit ratings help in investment making decisions?

Perception on Risk (Stock Business)

100
a0
6o
ao

zo

Percentage

o

50000

30,000-5,00,000

INcome Group
Perception on Risk (Trade Business)
100

Response
e
80 | — N
— Can't Say
&0
ao

z0

Percentage

>500000

250,000:5,00,000

The interpretation reveals varying perceptions of risk management across income groups in stock
and trade businesses. In the stock business, confidence increases with income—50% of high-
income respondents (> 35,00,000) believe in risk management, while only 30% of middle-
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income and 40% of low-income groups agree. Skepticism is highest (50%) among the middle-
income group. In the trade business, the middle-income group shows the most confidence (50%),
while high-income individuals are more skeptical (40%) and uncertain (30%). The low-income
group in trade shows maximum uncertainty (40%). This reflects greater confusion or lack of
awareness at the grassroots level. Overall, stock business participants show rising trust with
income, while trade business confidence peaks at the middle-income level. Uncertainty is notably
high in lower income groups. These findings highlight the need for targeted financial education,
especially for low-income participants in both sectors.

Q 7. Does analysis of financial statements of corporate body help to minimize risk in
different portfolio?

Does Financial Statement Analysis Minimize Risk? (Stock Business)

Response

Percentage

20 —— No
m—— Can't Say

<2,50,000
>5,00,000

50,000-5,00,000

Il1C0n1gGr0lJp
Does Financial Statement Analysis Minimize Risk? (Trade Business)

o~
Income Group

The analysis examines whether reviewing financial statements helps reduce portfolio risk. In
stock business, 70% of high-income individuals (> %5,00,000) believe financial analysis aids in
minimizing risk, while confidence is lower among middle-income (43%) and low-income (31%)
groups. Skepticism is high among the low-income group (38%), indicating possible lack of
exposure or trust. In trade business, 44% of middle-income respondents. Directly or indirectly
financial statements are of great help because they show the fair position of companies and also
show all details where the company stands and how they work in future. Stock investors get
positive returns from their investments because they believe in analyzing companies’ position
and their percentage amounting to 46.66% in aggregate.

Percentage

<2,50,000
>5,00,000

50,000-5,00,000

2444

http://jier.org



Journal of Informatics Education and Research
ISSN: 1526-4726
Vol 5 Issue 2 (2025)

Q 8. Ideal current and liquidity ratio of a company guarantees that of the investment met
nits securities is safe and profitable?

Perception on Risk Mitigation via Financial Analysis (Stock Business)

Percentage

=
=
=
=
=
o
=
=
=
=
ey

o~
Income Group
Perception on Risk Mitigation via Financial Analysis (Trade Business)
100 Response
_— Yes
80 | == no

Can't Say

Percentage

=
=
=
=
o
o~
v

>5,00,000

/50,000-5,00,000

e~
Income Group

The analysis explores if analyzing financial statements reduces risk across portfolio types. In the
stock business, confidence rises with income—55% of high-income individuals (> %5,00,000)
believe in its usefulness, compared to 40% in middle-income and 33% in low-income groups.
Skepticism is more prominent among low-income respondents (44%), suggesting limited trust or
understanding of financial tools. In trade business, belief in financial analysis remains consistent
across income groups, ranging from 33% to 36%. However, skepticism increases slightly with
income, while uncertainty (Can't Say) remains constant at 33%. This suggests moderate
awareness but limited conviction in financial statement analysis as a risk management tool.
Overall, stock investors with higher income show greater reliance on such analysis, while trade
investors reflect mixed and cautious views. The findings emphasize the need to enhance financial
literacy, especially among lower and middle-income participants, to empower them in making
informed investment decisions.

6. Conclusion:

Capital market incorporates long haul reserves and these assets are raised through exchange on
obligation and value protections. These exercises might be directed by thetwo organizations
and governments. Stocks and securities are two essential capital market instruments utilized in
both essential and auxiliary markets. There are three unique markets in which stocks are utilized
as capital market instruments: the physical, virtual and closeout markets. Securities, in any case,
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are exchanged separate security showcase. This market is otherwise called obligation, credit or
fixed pay showcase. Exchange obligation protections are done in this market. These include:
the T- bills and Debentures. These instruments are more secure than other, however at same
time just give less return than different instruments of capital market. While all capital market
instruments are intended to give an arrival on speculation, the hazard variables are diverse of
every instrument and the determination of these gives on the decision of the speculator.
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