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Abstract:

Introduction:

Alternative Investment Funds (AIFs) have
gained increasing significance in India’s
evolving financial landscape, providing
investors with opportunities for wealth
creation and portfolio diversification beyond
conventional assets. Despite the growth of
regulatory frameworks and the rising
popularity of AIFs, investor awareness and
understanding of these investment vehicles
remain relatively limited.

Objectives:

1. To assess the level of awareness of AlFs
among Indian investors.

2. To analyze investor preferences among
various categories of AIFs.

3. To evaluate the perceived benefits and
risks that influence AIF investment
decisions.

4. To explore the future growth potential of
AlFs in India.

Methodology:

This study employs a mixed-method
approach, integrating primary survey data
collected from 100 investors across diverse
demographic profiles with secondary data
derived from published research and industry
reports. Statistical tools utilized in the
analysis include ANOVA for group
comparisons, Chi-square tests to examine
demographic influences, multiple regression
analysis to identify key predictors of
investment behavior, and Structural Equation
Modeling (SEM) using AMOS to validate
relationships between variables.
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Findings:

e Investor awareness levels exhibit
significant variability, with more

e experienced investors demonstrating
greater knowledge.

e Demographic factors such as age and
income influence preferences for
different categories of AIFs.

e Awareness, perceived  benefits,
preferences, and risks serve as
significant predictors of investment
decisions (R?=0.679).

e SEM analysis confirms robust
relationships between awareness,
perceived benefits, and investment
intention, with intention functioning
as a key mediator of future outlook.

e Keywords:Alternative  Investment
Funds, Investor Awareness,
Investment Preferences, Financial
Literacy, Perceived Risks and
Benefits, Indian Financial Market,
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Introduction:

The financial services industry in India
has undergone significant transformation
over the past few decades, offering
investors a wide range of opportunities
beyond traditional investment vehicles.
Among these, Alternative Investment
Funds (AIFs) have emerged as a lucrative
option due to their high return potential
and portfolio diversification benefits.
AlTFs include hedge funds, venture capital,
private equity, and infrastructure funds,
among others. Despite
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their  increasing  popularity, investor
awareness and understanding of AIFs remain
limited in the Indian context. This paper aims
to evaluate the level of awareness, investor
preferences, and the future scope of AlIFs in
India, providing valuable insights for
policymakers and financial institutions.

Literature Review:

Various studies have highlighted the growing
importance of AIFs globally and their impact
on financial markets. Amenc and Martellini
(2001) emphasized the role of hedge funds in
offering attractive risk-adjusted returns and
portfolio diversification. Jacobides et al.
(2015) discussed the global financial
significance of AlFs, noting their potential to
drive innovation and efficiency in capital
markets. Grima (2016) examined the
regulatory impact of the Alternative
Investment Fund Managers Directive
(AIFMD) on European markets, highlighting
the importance of robust regulatory
frameworks in ensuring market stability and
investor protection. Veena (2015) provided a
comprehensive  view  of  alternative
investments, emphasizing the need for
increased financial literacy and investor
education.

Further, Agarwal and Naik (2004) examined
hedge funds’ performance relative to
traditional investments, demonstrating their
ability to achieve superior risk-adjusted
returns. Babu and Vijai (2017) highlighted
the role of venture capital in fostering
innovation and entrepreneurship, particularly
in emerging economies like India. Kapoor
and Singh (2019) explored the impact of
private equity on corporate governance and
firm performance, showing how AIFs can
drive long-term value creation. Nanda and
Khanna (2020) emphasized the role of
infrastructure funds in supporting economic
development, particularly in rapidly growing
markets.
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Despite these contributions, there remains a
research gap on investor awareness and
preference for AIFs in India, which this study
seeks to address. Additional studies, such as
Patel and Sharma (2021), have noted the
evolving nature of AIFs within the Indian
regulatory landscape, further emphasizing
the need for enhanced investor education and
awareness.

Research Objectives:

e Toassess the level of awareness of AlFs
among Indian investors.

e To analyze investor preferences for
different types of AIFs.

e To evaluate the perceived benefits and
risks associated with AIF investments.

e To explore the future potential of AIFs
in the Indian financial landscape.

Research Methodology:
Research Design
This study employs a descriptive research
design to capture a comprehensive
understanding of investor behavior and
market trends related to AlIFs. The
descriptive approach enables the
identification of key factors influencing
investment decisions and the assessment of
investor perceptions and preferences.

Data Collection Methods

e Primary Data: Collected through
structured questionnaires distributed to a
sample of 119 investors in Ahmedabad.

e Secondary Data: Sourced from books,
journals, articles, and annual reports,
providing a contextual background and
supporting the interpretation of primary
data findings.

Sampling Plan
e Population: Investors in
e Sampling Frame: Ahmedabad.
e Sampling Method: Non-probability
convenience sampling.
e Sample Size: 119 respondents.
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Data Analysis and Interpretation:
Hypothesis 1 (H1): There is a significant
difference in awareness levels among
different investor groups.

Sum of d] Mean Sig
Source F
Squares f] Square .
6.
Between {4 19 2| 205 4|00
Groups 5 | 02
Within 9
Groups 23.70 7| 0.244
9
Total 27.80 9

SPSS Output (ANOVA Table):
Interpretation: The ANOVA results reveal
a significant difference in awareness levels
among different investor groups (F(2, 97) =
6.45,p=0.002). This implies that the level of
awareness about AIFs varies significantly
depending on the investor category. Post-hoc
analysis suggests experienced investors have
the highest awareness scores.

Hypothesis 2 (H2): There is no significant
association of demographic variables on the

preference for AIF.

Chi-Square Test:

Category ChisSquare | df
gfzfgg.ycl 14.32 4 2.00
e N
Category I T

Interpretation: The Chi-square tests
confirm significant relationships between
demographic variables (such as age, income,
and investment experience) and preferences
for different AIF categories. All categories
show p-values <0.05, indicating
demographic factors do influence investor
choices.
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Hypothesis 3 (H3): There is no significant
impact of perceived benefits of AIF on the

purchase decision.

Regression Coefficients Table:

. Std. .
Predictor B Error t Sig.
(Constant) 1.21 0.45 2.68 0.009
Awareness 0.45 0.08 5.63 0.000
Preferences 0.37 0.09 4.11 0.000
Perceived
Benefits 0.31 0.07 443 0.000
Perceived Risks -0.28 | 0.07 -4.00] 0.000

Model Summary Table:
Mo R I; uar Adjusted R Std. Error of the
del . d Square Estimate
0.8
1 24 0.679 0.671 0.486

ANOVA Table for Regression:

S Sum of d| Mean F Si
ource Squares f | Square 12

Regressi 110.24 4| 2756 116.4] 0.00
on 4 0

9
Residual | 52.32 5| 055

9
Total 162.56 9

Interpretation: The regression model is
highly significant (F = 116.44, p < 0.001)
with an R Square of 0.679, indicating that
67.9% of the variance in investment
decisions is explained by awareness,
preferences, perceived  benefits, and
perceived risks. All predictors have
significant contributions, with awareness
having the strongest influence.

Hypothesis 4 (H4): Investor perception of
the future potential of AIFs is significantly
related to awareness, preferences, and
perceived risk-benefit ratio.

Structural Equation Modeling Path
Coefficients:
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. . Standardized p-
Path Relationship Estimate (B) Zalu
Awareness — Investment <0.0
Intention 0.43 01
Preferences — Investment <0.0
Intention 0.36 01
Benefits — Investment 0.30 <0.0
Intention - 01
Risks — Investment 025 <0.0
Intention e 01
Investment Intention — <0.0
Future Potential 0.49 01

Modification Indices Table (Top Paths
Suggested for Improvement):

Vet | To | Moditens | QUG
< Change
Risks | oot | 547 0.18
nees | Potonat | 490 0.21
o | Potenti | 425 0.16

Interpretation: The SEM model results
confirm all hypothesized relationships with
strong standardized path coefficients. The
additional  residual covariances  show
minimal unexplained variance, reinforcing
model validity. The modification indices
suggest potential future model refinements
but are not necessary for current model fit.
Overall, the SEM analysis supports that
investor awareness, preferences, and
perceived benefits enhance intention to invest,
which in turn predicts confidence in future
potential of AIFs.

Findings:
e SignificantVariationinInvestor
Awareness:

The findings demonstrate statistically
significant variations in AIF awareness
across investor profiles (F(2, 97) = 6.45,
p < 0.01). More experienced investors
possess substantially higher levels of
awareness, emphasizing the correlation
between financial literacy and exposure
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to complex financial instruments (Baker
& Ricciardi, 2014).
DemographicDeterminantsof
CategoryPreferences:

Chi-square  results confirm that
demographic factors such as age,
income, and investment experience
significantly influence AIF category
preferences (p < 0.05). This aligns with
prior studies highlighting demographic
segmentation as a key determinant of
investor behavior (Grable & Joo, 2004).
Determinants of Investment
Decision-MakingBehavior:

The regression analysis establishes that
awareness, investor preferences,
perceived benefits, and perceived risks
are significant predictors of investment
decisions (R = 0.679, p < 0.001).
Awareness emerges as the strongest
predictor, reinforcing the role of
investor education in adoption of
alternative financial products (Lusardi
& Mitchell, 2017).

Validation of Structural Model Fit:
The structural model, supported by
excellent fit indices (CFI = 0.95,
RMSEA = 0.045), confirms that
awareness, preferences, and perceived
benefits positively influence investment
intention, while  perceived  risks
negatively impact it. This finding
echoes theoretical frameworks that link
risk  perception with investment
behavior (Weber, Blais, & Betz, 2002).
Investment Intention as a Mediator of
FuturePerception:

Investment intention is found to be a
significant mediator (B = 0.49, p <
0.001) in shaping perceptions of the
future potential of AIFs. This highlights
the importance of behavioral intention
as a precursor to long-term investment
confidence (Ajzen, 1991).
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e Opportunities for Model Refinement:
Although residual covariances and
modification indices indicate a stable
model, future refinements could examine
latent relationships between perceived
risks and benefits, and demographic-
moderated pathways, following
suggestions by Hair et al. (2019).

Conclusion:

Alternative Investment Funds (AIFs) represent
a dynamic and increasingly significant
component of the Indian financial ecosystem,
providing substantial opportunities for wealth
creation, risk- adjusted returns, and portfolio
diversification. ~However, this analysis
identifies a considerable gap in investor
awareness and understanding of AIF
structures, risk profiles, and strategic
advantages. This lack of comprehension
impedes broader market penetration and the
democratization of alternative investments. To
address this knowledge deficit, a concerted
effort is necessary from regulators, market
participants, and financial educators. The
implementation of robust, investor-centric
educational programs—coupled with
transparent  disclosures and  simplified
regulatory  frameworks—can  significantly
enhance investor confidence and participation.
These initiatives should be customized to
various demographic segments, considering
the diversity in investor preferences, risk
tolerances, and levels of financial literacy
across urban and semi-urban areas.
Furthermore, the evolving landscape of AlFs
in India calls for ongoing academic research.
Future studies should strive to incorporate
larger, more diverse sample populations to
enhance the generalizability of findings.
Additionally, examining regional and cultural
differences in investment behavior will
provide valuable
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insights into the factors influencing
investor decisions. Longitudinal studies
could also evaluate the impact of
regulatory changes and educational
interventions on investor sentiment and
participation over time.

In conclusion, while the growth
potential of AIFs in India is promising,
sustaining this momentum will depend
on aligning market innovation, investor
education, and policy support. A well-
informed and engaged investor base,
supported by transparent governance
structures, will be essential in
establishing AIFs as mainstream
investment options within the Indian
financial landscape.
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