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Abstract: 
The research is done to understand the 

prospective and thinking of Indian investors 

after the disclosure of quarterly financial 

statements by the company in the market. The 

main aim of this study to understand how the 

individual investor reacts to the changes in the 

report when it is disclosed. Under this study 

different approaches and parameters were 

considered to understand the behavior of the 

individual investors and the changes in their 

respective thought process about the market. 

The major limitations in the study were the 

small sample size, the time constraint, the lack 

of research paper related to the topic and the 

small number individual helpful for the study. 

The study was important to know how an 

individual investor behave after knowing the 

quarterly financial statement. The research is 

based on primary data collected through the 

help of questionnaire made by the team and 

circulated on every platform possible. After 

the collection of data which contains the 

sample size of 137 responses, we performed 

various test to find the relevant conclusion. 

The test like reliability test, validity test, chi-

square test, t-test where used to find the 

appropriate relationship between the different 

attributes hey in the questionnaire. The data 

analysis helped us to know that investor does 

not take any decision before the 

announcement of financial report and changes 

their view according to the changes in the 

report. This study has also helped us in finding 

that there are investors who are more biased 

towards net profits of a company in 

comparison to EPS and PE ratio. The study 

helped us to conclude that investors do look at 

financial statement before making investment 

in the market, it also gave a conclusion that 

investors are least interested in dividend 

component of the company while making an 

investment.  

Introduction: 
Many investors are skeptical about relying on 

financial statements before taking any 

investment related decisions, but there is 

various study which talks about investor 

sentiments which lead to their decision 

making. Various theories have portrayed that 
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there is always a behavior which influence the 

decision of investor, whether it may be Regret 

theory, Prospect theory, or cognitive 

dissonance etc. 

 No two individuals are same, as the same way 

every individual has its own methods or we 

can say that its own unique ways of investing 

in markets, whether he may consult specialist, 

take help from his friends, do what maximum 

are doing (following the herd), sometimes he 

relies on certain anchor (Anchoring), or 

sometimes investor try to avoid risk in order 

to prevent loss (loss aversion). On contrary to 

the behavior aspects, many investors also find 

it important to analyze financial statements of 

companies before getting into trade because 

these statements contain certain information 

which help in predicting future growth and 

projects of the company. For instance, the 

quarterly profit has a great impact on stock 

prices of next quarter or sometimes stock 

prices “crash” in response to bad earning. 

Everyone has their own way of investing in 

the stock market. 

We review the empirical literature 

investigating the influence of disclosure of 

quarterly financial statements on investment 

decisions. A fundamental question in 

accounting is whether to and to what extent 

financial reporting guides investor to the right 

investment. Over the years there has been 

various studies which has contributed to our 

understanding of whether and why disclosure 

of these financial statements is important to 

take decisions. 

Majority of investors see quarterly reporting, 

despite its flaws, the quarterly report remains 

a valuable input in investment decision 

making. Yet at the same time, almost half of 

the investors still prefer to take advice of 

experts for parking their funds in the market. 

Although in financial reports there are certain 

things which helps the investor to take their 

decisions. 

This paper attempts to analyze various aspects 

about how an investor investigates financial 

statement considering his/her stock holding, 

risk tolerance, time horizon and financial 

capacity. There is always a difference between 

analyzing and availability of access to the 

recent news. All investors though are given 

equal chance of information access, the 

reaction of each investor is not uniform or 

rational, they are all subject to different kind 

of biasness in each situation, since each 

investor is unique in their thinking, 

understanding, expectations of returns or risk-

taking ability. 

The primary purpose of this paper is to 

analyze how the investor react towards 
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changing stock price while looking at 

quarterly statements. We also tried to find out 

if these quarterly statements do play a major 

role for investors or if they just act as a 

supporting document, and if yes, what are key 

important points investor looks in these 

reports which induces him/her to take 

decisions. 

Objectives of Study: 
 What are the major components an 

investor looks for in a quarterly report? 

 How an investor behaves when there is 

a disclosure of financial statement? 

 To judge investor confidence after 

deciding based on quarterly report. 

Literature Review: 
The paper talks about the return volatility, 

which is affected by public and private 

information, analysis was conducted at both 

the aggregate market level and the sectoral 

level we can use this paper to understand how 

the information and new announcement will 

help the investor in making decision. The 

paper says about how the information is 

interpreted by the market and sector and the 

investor gets the aggregate view about future 

of the stock and change in their behavior. The 

investor also behaves differently to public and 

private information and takes the steps 

thereafter. We can use it to understand that 

investor is prone towards the minute change in 

the news and the announcements. (Prasad M 

and Others, 2020) 

 

In this research the author has demonstrated 

that the previous theories given by the 

prominent economists stands true regarding 

the stimulus of information disclosure and its 

impact on trade. The research talks about the 

difference in investors’ prior beliefs lead them 

to take positions that must be due new 

information, differential interpretation of new 

information by investors resulting in 

differential revisions of their prior beliefs 

motivating a reshuffling of assets to new 

owners, and a consensus. It helps us to 

understand that how there is change in the 

belief of the investor before and after the 

announcement, and how they disbelief their 

own decision, (Atiase R K and Others, 2016). 

 

This article explores the behavior of investors 

and analyst towards the record announcement 

made by the company, the researcher has 

found that there is a contrast and the behavior 

of financial analyst and general investors. A 

firm’s record earnings play an important role 

as an anchor when investors evaluate earnings 

news and make investment decisions. 

Investors tend to underreact when firms’ 

earnings are extremely close to and far from 

their record earnings. This article will help us 
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to understand that how there is change in 

attitude of the investor after the announcement 

is made and help us to understand the behavior 

of the investor (Juwon Jang, Eunju Lee, 2021). 

 

The objective of this research paper is to 

measure the impact of buyback announcement 

on average abnormal return of pre- and post-

event window of 21 days. The study is based 

on 24 sample companies over the period of 4 

years. The market model methodology was 

adopted to compute abnormal return the 

abnormal returns and cumulative abnormal 

returns of most companies are positive in both 

the long run and short run. (Nohel & Tarhan, 

1998) investigates tender share buybacks to 

distinguish between the information signalling 

and free cash flow hypothesis and determine 

that the positive investor reaction to buybacks 

is interpreted by the free cash flow 

hypothesis.This paper is to analyze the 

announcement impact on share buybacks. The 

present study is based on secondary data and 

the event window companies of 21 days (10 

days before the announcement and 10 days 

after the announcement) are taken to measure 

its impact. The announcement date is noted as 

0 and before announcement date and after 

announcement date is denoted as 0 to -10 and 

0 to 10 respectively. The present study uses 

the market model to measure the stock-price 

reaction to the initial announcements of stock 

buybacks. The estimation period covers from 

-240 day to -11. The study uses the BSE 

SENSEX as an intermediary measure of the 

market portfolio over a one-year estimation 

period (Reddy, 2020) 

 

The empirical result of the study shows that 

the considered 9 companies’ stock price 

movement is upward significantly after the 

divided announcements. Abnormal return and 

cumulative abnormal return from the analysis 

are statistically significant. The result of the 

study confirms the dividend signaling theory 

as the dividend announcements has 

significantly impact the share prices of the 

company.The study was to determine whether 

there was any immediate reaction of the 

selected companies’ share price in order to 

dividend announcement for proving or 

disproving the Efficient Market Hypothesis 

theory. He applied the event study 

methodology and Wilcoxon Matched-Pair 

Signed-Ranked Test and the study aimed to 

test the relationship betweenmarket and 

market share prices The multiple regression 

method was used to find the relationship 

between independent and independent 

variables. The study sample was 

159companies from 2003 to 2009, and it was 

concluded that the market rates are 
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intrinsically related to the share price, in 

addition to the fact that earnings per share and 

earnings per share have a significant impact on 

the share price (Karthika, 2018) 

 

The study examines the impact of dividend 

announcements of IT, Banking and 

Pharmaceutical companies on stock prices by 

using event study methodology.In recent years 

the Securities and Exchange Board of India 

(SEBI) has initiated a number of reforms to 

make the Indian stock market at par with 

developed stock markets of the world. One of 

such reforms is compulsory quarterly earnings 

announcement and dividend announcements. 

This reform is based on the experiences of 

regulatory bodies around the world as well as 

the compulsions of domestic markets. The 

compulsory announcements will have an 

impact on the stock market. Researchers 

around the world have studied some of these 

impacts and it is considered as an event study. 

Event studies focus on the impact of various 

announcements like bonus issue, right issue, 

stock splits and the earnings, dividends, 

mergers and acquisitions, buyback of stocks, 

etc. Dividend announcements are one of the 

most important events and the studies on stock 

market reaction to earnings information are 

included in the semi-strong form of efficient 

market hypothesis (EMH). The semi-strong 

form of efficient market hypothesis states that 

stock prices reflects all the publicly available 

information instantaneously and accurately. In 

this paper an attempt is on the stock market 

reaction to dividend announcements in India 

(Archana HN, 2019) 

 

The primary objective of this PhD thesis is to 

study the impact of company specific news on 

investors’ decision in India. The secondary 

objectives of the study are (a) to study the 

impact of business specific news, (b) to study 

the impact of earning specific news,(c) to 

study the impact of management specific 

news,(d) to study the difference between 

reaction of investors at positive news and (e) 

negative news and to study the changes in 

trade volumes between pre and post news 

announcement (Joshi D J, 2019). 

The author predicts and found that short-

selling constraints combined with investor 

disagreement cause prices to respond more 

strongly to bad earnings news than to good 

earnings news, an asymmetry characterized by 

Skinner and Sloan as the “torpedo effect.” 

However, in the absence of short-sales 

constraints, the price reaction to good and bad 

news is entirely symmetric, regardless of the 

level of investor disagreement and investors 

decision completely depends upon the effect 
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(Mashruwala Christina and  Mashruwala 

Shamin, 2014) 

Understanding the irrational sentiments of the 

market participants is necessary for making 

good investment decisions. Despite the recent 

academic effort to examine the role of 

investors’ sentiments in market dynamics, 

there is a lack of consensus in delineating the 

structural aspect of market sentiments. This 

research is an attempt to address this gap. The 

study explores the role of irrational investors’ 

sentiments in determining stock market 

volatility (Haritha P H and Abdul Rishad, 

2020). 

In this study the author uses a unique data set 

to examine whether professional and 

nonprofessional investors use different online 

quarterly financial information when making 

investment decisions, and whether the online 

information they use depends on whether they 

are researching a new investment or 

evaluating a current investment (Hodge and 

Pronk, 2006) 

The author in this research paper has noted 

that the effect of demerger announcement and 

how it impacts the share market as well as 

investors. The research paper examines 51 

demergers of companies listed in India and 

how the value of shareholder value created out 

of corporate restructuring transactions 

particularly during the period between 2012-

2014 (Vyas and others, 2015). 

 

The purpose of this paper is to study and 

describe several biases in investment 

decision-making through the review of 

research articles in the area of behavioral 

finance. It also includes some of the analytical 

and foundational work and how this has 

progressed over the years to make behavioral 

finance an established and specific area of 

study. The study includes behavioral patterns 

of individual investors, institutional investors 

and financial advisors (Zahera and Bansal, 

2017).  

 

The impact of news on individual investor 

decision is explicit as investors need to update, 

adapt and forecast returns with constraints of 

time, uncertainty and resources to be 

successful. The aim is to understand and 

review the influence of news on individual 

investor’s decision making in stock markets 

and identify the impact of different type of 

news on individual investor’s decision making 

in stock markets, assess the behavioral 

reaction and investment decisions made by 

investors before and after there is news item, 

identify the linking effect on behavioral 

theories and biases, develop a generalized 

decision making conceptual model to 
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understand the impact of news on investor’s 

reaction, decision and its linkages along with 

the behavioral bias (Shantha G  and  Ram 

Vedanth, 2019). 

Data Collection and Methodology: 
 

Research Design: 
Both exploratory as well as descriptive 

research design were used in the study. The 

data used for this research was collected 

through the questionnaire from various 

investors around the nation. The data was put 

into for Correlation, Regression, Anova, Chi 

square tests and the interpretation were 

derived using the tool SPSS and Microsoft 

Excel. 

Data collection: 
The collected data is primary and is taken 

from individuals both male and female who 

invest. The data was collected by circulation 

of google form by the medium of Facebook, 

WhatsApp, LinkedIn and other social media 

applications. 

Scope of the study: 
 Need of the study was to know the 

impact of Quarterly Financial 

Statements on decision making of 

investors. 

 This study is limited to Indian 

population. 

 The sample of the study consist of 137 

active investors. 

 The research was done for the period 

of 2 months i.e., October and 

November of 2020. 

Need of the Study: 
 To know how an individual investor, 

behave after knowing the quarterly 

financial statement. 

 To know, what do investor do after 

learn the losses or profit they have 

made by looking at the quarterly 

financial Statements. 

 A few studies have been done on this 

behavior of the investors. 

Limitation of the study: 
 Sample size is very small.  

 Lack in number of research studies in 

this area. 

 Due to constraint of time, a smaller 

number of samples were collected. 

 Limited access to the data. 

Data Analysis: 
 

Reliability Test: 

               

 

We have applied text in 13 items and we got 

.501. Although the Ideal Cronbach’s Alpha 
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test should be 0.7 but we have got a value 

which is acceptable. 

Validity Test: 
 

Validity is the extent to which a test measures 

what it claims to measure. It is vital for a test 

to be valid in order for the results to be 

accurately applied and interpreted. It also 

measures the accuracy and consistency of the 

questionnaire. 

 

VALIDITY TEST 

 

For this test, the acceptance of factors was on 

the basis of their correlation calculated value. 

According to this test, we accept the factor 

when the correlation calculated is more than 

the critical value df(N-2), 5% significance at 

two tailed i.e., 0.134. 

DATA ANALYSIS: 
1. To know the proportion of gender, years of 

experience and popular investment option 

before analyzing the objectives of the 

paper. 

 

Interpretation: From the responses we can 

see that maximum people i.e., 68.61% of the 

respondents are males and 31.38% are 

females. 

 

More than 60% of the respondents have the 

experience of less than a year followed by 21 

(15%) respondents having 1-3 years, 17 (12%) 

having 3-5 years of experience, 12 (9.4%) 

having 3-5 years of experience and 3 

respondents having more than 10 years of 

Factors Correlation 
Calculated 
value 

Critical 

value 

Rely on expert’s 
view 

0.465 0.134 

Volume Change 0.168 0.134 

Prediction 
through 
financials 

0.536 0.134 

Influence 
Through 
Financials 

0.165 0.134 

Square off 
position 

0.287 0.134 

Judge Stock 
performance 

0.323 0.134 

Pressurized due 
to 

0.332 0.134 
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experience. 

 

From the responses we can see that maximum 

people i.e., 78% of the respondents are 

involved in investment of equity shares and 

second highest i.e., 29% was seen in stock 

options and rest 26.22% of the investment are 

in stock futures. 

2. To find out the most popular 
components amongst the investors. 

 

Interpretation: From the responses we got, 

we could clearly see that the EPS, P/E Ratio 

and Net Profits are most common components 

an investor look for followed by Dividends, 

EBITDA and Debt respectively.  

3. After that we tried to find out how age, 
gender, years of experience and 
qualification affect the choices of 
investors.  

 

 

(Figure A age and gender) 

Interpretation (Figure A): From the above 

figure we were able to see that both the males 

and females of Age group 20-29 and 30-50 

tend to look for net profits in a quarterly report 

followed by sum of debt, PE ratio, EBITDA 

and dividends respectively. While there was a 

little difference in preferences of Age group 

50-70. Males particularly from this age group 

were equally preferring sum of dividends as 

well as debts after Net profits followed by PE 

ratio and EBITDA 
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(Figure B qualification and years of 

experience) 

Interpretation (Figure B): From the figure B, 

looking at post graduated investors, we could 

see that although the investors having less than 

a year, 3-5 years and 5-10 years of experience 

were looking at sum of net profits but 

investors having 1-3 years and more than 10 

years of experience were more conscious 

about the debt level of the company they have 

invested in. While looking at other 

qualification, the pattern repeats i.e., Net 

profits, Debts, PE ratio, EBITDA and 

dividends respectively irrespective of the 

qualification. 

4. To know the Investor’s behavior after 

or before the disclosure of quarterly 

reports. 

 

 

For analyzing the behavior of the investors, 

they were asked about 2 situations. Figure 1 

shows that most of the Investors (44%) do not 

square off their position before the disclosure 

of quarterly report followed by 34% of 

investors who would square off their positions 

from the market. 
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Also, when asking them about what their 

reaction will be after they see that there is a 

20% increase in net profits and 10% decrease 

in EPS. Most of the investors (52%) said that 

they will hold the stock whereas 23% 

investors said they will buy and sell the stock. 

That means most of the investors depends on 

the net profits of the company as they would 

still want to hold even if EPS is decreased 

5. To judge the Investor’s confidence 

based on gender, qualification and 

years of experience 

a. Gender: 

Hypothesis: 

Ho: There is no significance difference 

between gender and judging stock 

performance. (both are independent) 

H1: There is a significance difference 

between gender and judging stock 

performance. (dependent)  

 

 

Interpretation: Here, as the significance 

value is 0.092, Null Hypothesis will be 

accepted i.e., there is no significance 

difference between gender and judging stock 

performance. In other words, there is no 

dependence of gender on judging the stock 

performance through quarterly reports. 

b. Qualification:  

Hypothesis: 

Ho: There is no significance difference 

between qualification and judging stock 

performance. (both are independent)  

H1: There is a significance difference 

between qualification and judging stock 

performance. (dependent)  

Gender * Judging_stock_performance Crosstabulation 

   Judging_stock_performance 

Total    Very Poor Poor Average Good Very Good 

Gender Male Count 5 3 40 37 9 94 

Expected 
Count 

4.1 2.7 44.6 30.9 11.7 94.0 

Female Count 1 1 25 8 8 43 

Expected 
Count 

1.9 1.3 20.4 14.1 5.3 43.0 

Total Count 6 4 65 45 17 137 

Expected 
Count 

6.0 4.0 65.0 45.0 17.0 137.0 

Chi-Square Tests 

 
Value df 

Asymp. Sig. 
(2-sided) 

Pearson Chi-Square 7.999a 4 .092 

Likelihood Ratio 8.322 4 .080 

Linear-by-Linear 
Association 

.062 1 .804 

N of Valid Cases 137   

a. 4 cells (40.0%) have expected count less than 5. The 
minimum expected count is 1.26. 
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Here, as the significance value is 0.000, Null 

Hypothesis will be rejected and alternative 

hypothesis will be accepted i.e., there is a 

significance between qualification and 

judging stock performance. In other words, 

there is a high dependence of qualification on 

judging the stock performance through 

quarterly reports. 

c. Years of experience: 

 

Ho: There is no significance difference 

between experience and judging stock 

performance. (both are independent) 

H1: There is a significance difference 

between experience and judging stock 

performance. (dependent)  

 

 

Here, as the significance value is 0.081, Null 

Hypothesis will be accepted i.e., there is no 

significance between qualification and 

judging stock performance. In other words, 

there is no dependence of years of experience 

on judging the stock performance through 

quarterly reports. 

Qualification * Judging_stock_performance Crosstabulation 

   Judging_stock_performance 

Total 
   Very 

Poor Poor Average Good 
Very 
Good 

Qualificati
on 

Metric Count 3 0 1 1 0 5 

Expected 
Count 

.2 .1 2.4 1.6 .6 5.0 

Under Graduate Count 1 1 16 5 3 26 

Expected 
Count 

1.1 .8 12.4 8.5 3.2 26.0 

Post Graduate Count 0 0 0 2 0 2 

Expected 
Count .1 .1 1.0 .7 .2 2.0 

Professional 
Degree 

Count 2 3 33 27 10 75 

Expected 
Count 3.3 2.2 35.9 24.5 9.2 75.0 

Other Count 0 0 16 10 4 30 

Expected 
Count 1.3 .9 14.3 9.8 3.7 30.0 

Total Count 6 4 66 45 17 138 

Expected 
Count 

6.0 4.0 66.0 45.0 17.0 138.0 

Chi-Square Tests 

 
Value df 

Asymp. Sig. 
(2-sided) 

Pearson Chi-Square 47.875a 16 .000 

Likelihood Ratio 26.183 16 .052 

Linear-by-Linear 
Association 

7.728 1 .005 

N of Valid Cases 138   

a. 18 cells (72.0%) have expected count less than 5. The 
minimum expected count is .06. 
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6. To know the correlation between 

experience and reliance on expert’s 

view. 

Ho: p = 0 There is no association between 

experience and reliance on expert view. 

(both are independent) 

H1: p ≠ 0 There is an association between 

experience and judging stock performance. 

(dependent)  

 

 Correlation of experience with itself (r=1), 

and the number of no missing observations 

for experience (n=137). 

 Correlation of experience and reliance on 

expert view (r=0.263), based on n=137 

observations with pairwise no missing 

values. 

 Correlation of experience and reliance on 

expert view (r=0.263), based on n=137 

observations with pairwise no missing 

values. 

 Correlation of reliance on 

expert view with 

  itself (r=1), and the number of no missing 

observations for reliance on expert view 

(n=137). 

 

Interpretation: Reliance on expert view and 

experience have a statistically significant 

linear relationship (r=.263, p < .001). 

The direction of the relationship is positive 

(i.e., experience and reliance on expert view 

are positively correlated), meaning that these 

variables tend to increase together (i.e., greater 

experience is associated with greater reliance 

on expert view). 

The magnitude, or strength, of the association 

is approximately low (.0 < | r | < .3). 

     Major Findings: 
 

 The analysis has shown that there is 

more inclination towards Earnings per 

share, Price to Earnings ratio and Net 

Profits of the company.  Particularly 

age group of 50-70 that have 

experience of more than 10 years were 

also preferring debts along with these 

components as they are more 

conscious about how a company has 

taken loan from outside. 

 As per the analysis we got to know that 

most of the investors do not take action 

(buy/sell) before the disclosure of the 

company as they might want to see the 
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financials first and then take a decision 

accordingly.  

 With further analysis it has been seen 

that people tend to rely more on net 

profits when they were asked “what 

will you do if the net profits increase 

by 20% but EPS decreases by 10%”. 

Almost 50% of the investors preferred 

to hold the stock whereas the other 

50% said will buy more or sell the 

stock (25% each). 

 While analysing the dependence of 

gender, qualification and years of 

experience on judging the stock 

performance, we found out there 

expect qualification there were no 

significance difference between two 

variables. In another words, the more 

qualified you become, the better you 

will be able to judge the performance 

of stock based on quarterly reports. 

 The analysis has shown that there is a 

slight correlation (positive) between 

the years of experience of an investor 

and reliance on expert views. That 

means if the experience of an investor 

will increase then he/she will tent to 

rely more on expert views. 

Conclusion: 
A conclusion that there is a significant demand 

of quarterly reports by the investors is justified 

in the first finding that there are ample of 

investors who look for quarterly net profits, 

EPS and P/E ratio before investing in a 

company. This study has also helped us in 

finding that there are investors who are more 

biased towards net profits of a company in 

comparison to EPS and PE ratio. But the age 

group has also impacted the choices of 

components as we have seen that males having 

age group of 50-70 also look for debt levels of 

the company apart from these 3 mentioned 

above. The most unpopular component was 

found to be dividend paid by the company in 

that quarter. Additionally, we found that most 

of the investors rated themselves average in 

judging the performance of the stock while 

referring to a quarterly report but we also saw 

a pattern there i.e., Most males who have 

professional degrees and having experience of 

less than a year were more confident and 

consider themselves as good on judging the 

stock performance. This study has also shown 

that most of the investors were not really sure 

of what to do before the disclosure of quarterly 

reports by holding the stock for little longer 

even after the disclosure. 

Recommendations: 
Because of the limited sample size 

(population), time frame and similar kind of 

investors the study was stuck to a particular 

conclusion. The findings can be diversified if 
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the opinions of more professionals having 

more experience could be found. Furthermore, 

the importance of dividends was not 

highlighted in the study which is considered to 

be the most reliable source of information but 

due to limited population and majority having 

same level of qualification we couldn’t find 

the role of dividend in investment decision 

making.  

Financial Planning: 

 

The major thing about financial planning is 

maximizing the investor’s wealth. To achieve 

this a best financial planning is important to 

investor like where to invest where to dis 

invest and on what basis to analyze the 

investment opportunities and how financial 

statements are used to analyze the company. 

A financial plan documents an individual's 

long-term financial goals and creates a 

strategy for achieving them. The plan should 

be comprehensive, but also highly 

individualized to reflect the individual's 

personal and family situation, risk tolerance, 

and future expectations. The plan starts with a 

calculation of the person's current net worth 

and cash flow and ends with a strategy. 

Investing Opportunities Market: 
Equity: 

An equity investment is money that is invested 

in a company by purchasing shares of that 

company in the stock market. These shares are 

typically traded on a stock exchange. 

Equity investors purchase shares of a 

company with the expectation that they’ll rise 

in value in the form of capital gains, and/or 

generate capital dividends. If an equity 

investment rises in value, the investor would 

receive the monetary difference if they sold 

their shares, or if the company's assets are 

liquidated and all its obligations are met. 

Equities can strengthen a portfolio’s asset 

allocation by adding diversification. 

Derivatives: 

Derivative itself is a contract between two or 

more parties, and the derivative derives its 

price from fluctuations in the underlying asset. 

Derivatives can be used to hedge a position, 

speculate on the directional movement of an 

underlying asset, or give leverage to holdings. 

Their value comes from the fluctuations of the 



PHRONIMOS : THE KIAMS JOURNAL                                                                                                                                                                         VOL-01 ISSUE-01 

 

16 
January 2021 

values of the underlying asset. Futures 

contracts, forward contracts, options, swaps, 

and warrants are commonly used derivatives. 

Money Market: 

Money market is a part of a larger financial 

market which consists of numerous smaller 

sub-markets like bill market, acceptance 

market, call money market, etc. Besides, the 

money market deals are not out in money / 

cash, but other instruments like trade bills, 

government papers, promissory notes, etc. 

But, the money market transactions can’t be 

done through brokers as they have to be 

carried out via mediums like formal 

documentation, oral or written 

communication. 

Commodities: 

There are several ways to consider investing 

in commodities. One is to purchase varying 

amounts of physical raw commodities, such as 

precious metal bullion. Investors can also 

invest through the use of futures contracts or 

exchange-traded products (ETPs) that directly 

track a specific commodity index. These are 

highly volatile and complex investments that 

are generally recommended for sophisticated 

investors only. Another way to gain exposure 

to commodities is through mutual funds that 

invest in commodity-related businesses. For 

instance, an oil and gas fund would own stocks 

issued by companies involved in energy 

exploration, refining, storage, and 

distribution. 

Components to look in quarterly reports of 
a company for better investing 
opportunities: 
EPS: 

Earnings per share (EPS) is calculated as a 

company's profit divided by the outstanding 

shares of its common stock. The resulting 

number serves as an indicator of a company's 

profitability. It is common for a company to 

report EPS that is adjusted for extraordinary 

items and potential share dilution. The higher 

a company's EPS, the more profitable it is 

considered to be. EPS indicates how much 

money a company makes for each share of its 

stock, and is a widely used metric to estimate 

corporate value. A higher EPS indicates 

greater value because investors will pay more 

for a company's shares if they think the 

company has higher profits relative to its share 

price. 

P/E ratio: 

The price-to-earnings ratio (P/E) is one of the 

most widely used metrics for investors and 

analysts to determine stock valuation. In 

addition to showing whether a company's 

stock price is overvalued or undervalued, the 
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P/E can reveal how a stock's valuation 

compares to its industry group. 

The P/E ratio helps investors determine the 

market value of a stock as compared to the 

company's earnings. In short, the P/E shows 

what the market is willing to pay today for a 

stock based on its past or future earnings. A 

high P/E could mean that a stock's price is high 

relative to earnings and possibly overvalued. 

Conversely, a low P/E might indicate that the 

current stock price is low relative to earnings. 

 

Net Profit: 

The net profit margin is equal to how much net 

income or profit is generated as a percentage 

of revenue. Net profit margin is the ratio of net 

profits to revenues for a company or business 

segment. Net profit margin is typically 

expressed as a percentage but can also be 

represented in decimal form. The net profit 

margin illustrates how much of each dollar in 

revenue collected by a company translates into 

profit. 

Approach investor to judge Financial 

reports: 

The above-mentioned components play an 

important role in judging the financial 

statements for investing opportunities which 

maximizes the investor wealth. 

The judging in investment opportunities 

comes from experience of the investor in the 

market and experience in analysing the stocks 

and financial markets. 
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