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Abstract

This study examines how social media sentiment affects mutual fund flows in the Indian
market. It uses real data from the Indian mutual fund industry between 2020 and 2024. The
research combines sentiment analysis from social media with a review of mutual fund flow
data from the Association of Mutual Funds in India (AMFTI). A strong positive correlation (r =
0.5239) was found between social media sentiment and fund flows from the analysis. It was
also found that changes in sentiment influences Equity Funds. Positive sentiment leads to
higher fund inflows, while negative sentiment results in lower flows. The Indian mutual fund
industry, where assets under management (AUM) grew from %25 lakh crore in 2020 to over
%72 lakh crore by 2024, offers a solid basis for understanding how digital sentiment influences
investment choices in emerging markets. These findings are important for fund managers,
investors, and regulators as they navigate the changing landscape of digital finance in India.
Keywords: Social media sentiment, mutual fund flows, Indian financial markets, behavioral
finance, digital finance, AMFI, investor sentiment, fund performance.

1. Introduction

The Indian mutual fund industry has seen significant growth. Assets under management

(AUM) rose from 225 lakh crore in 2020 to more than ¥72 lakh crore by 2024. This is about a
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24% compound annual growth rate (CAGR). This impressive growth aligns with the rise of
social media and digital investment platforms in India. These platforms have created new ways
for investors to share their thoughts and feelings. The industry now has over 5.49 crore
investors. In the last year alone, it gained 89 lakh new investors. This shows a large increase in
investment participation.

Indian Mutual Fund AUM growth trend during 2020-2024, with a well above accelerating
linear trend crossing 100 lakh crores. The rise of social media as a key channel of information
has changed the way financial information is disseminated and consumed in India. Social
media such as Twitter, Instagram, and niche financial forums have already become virtual
bazaars of public opinion as traders broadcast and aggregate sentiment (Soumya Rao, 2024).
This digital revolution has led to the ability of monitoring and analysing real-time investor
sentiment at a scale never before possible, allowing one to understand market dynamics in ways
that have been hard to previously do in the Indian environment.

2. Literature Review

2.1 Theoretical Foundations in the Indian Context

Behavioral finance theories offer important knowledge about the Indian mutual fund market.
In this market, psychological factors greatly affect how people decide to invest. Singh and Kaur
(2018) studied how investor feelings, shaped by psychological factors, affect the Indian stock
market. They stated that high positive emotions lead to overvaluation of equities and negative
feelings result in panic selling. Other studies by Chaudhuri (2013) and Pattnaik (2015) showed
that heuristics and mental shortcuts are used quite frequently by Indian investors.8.
Vasudevan (2016) took the concept of investor sentiment further in the Indian context,
identifying loss aversion, and mental accounting as important biases guiding the investment
decisions of Indian mutual funds8. This study is very relevant because 73% of mutual fund
units in India are cashed out within 2 years of investment; only 3% continue for more than 5
years 9. It shows very strong emotional and sentiment-driven decision-making patterns.

2.2 Social Media and Indian Financial Markets

The  relationship  between social media and Indian  financial — markets
has received considerable attention, with researchers examining how digital platforms impact
investors behaviour. Research on the Indian market has demonstrated that social media
sentiment can predict the stock returns and market
volatility, particularly on platforms such as Twitter serving as valuable sources of investor
sentiment data (Pal Deka & Manash, 2024; Amit Sundaram, 2020). Research by Patil et al.

(2024) demonstrates that sentiment analysis of Twitter data can predict stock price movements
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with over 95% accuracy in the Indian context, highlighting the strong relationship between
social media sentiment and market behavior (Smita et al.,2024).

The swift embrace of social media for making investment choices in India is apparent from
studies indicating that Instagram and YouTube are the favored channels for investment-related
information, with gender playing a significant role in shaping investment preferences (Vishnu
et al.,2023). This research suggests that Indian investors are progressively depending on social
media platforms for investment insights, thereby rendering sentiment analysis especially
pertinent for comprehending market dynamics.

2.3 Indian Mutual Fund Industry Growth and Characteristics

The Indian mutual fund landscape has seen substantial transformation in recent years,
particularly within the equity fund segment. Growth in this area has been propelled both by
substantial capital inflows and favorable mark-to-market returns. Notably, sectoral and
thematic funds have led the surge in 2024, with assets under management rising by an
impressive 79%, now standing at ¥4.72 lakh crore. This pattern of expansion underscores the
increasingly sentiment-driven tendencies among Indian investors, who appear to be gravitating
toward sector-specific and thematic vehicles—often influenced by prevailing market narratives
and the rapid exchange of information on social media platforms.

Furthermore, the proliferation of mutual fund investments is no longer confined to metropolitan
centers. There has been a pronounced uptick in participation from smaller cities, as indicated
by the share of assets originating from “beyond top-15” cities rising from 25% in March 2020
to 35% in March 2025. This broader geographic distribution, coupled with the widespread
adoption of digital investment platforms, has introduced new channels for the transmission and
amplification of investor sentiment. These developments have, in turn, contributed to greater
diversification and depth across different segments of the Indian investor base.

2.4 Social Media Sentiment Analysis in Indian Markets

Research in Indian markets have revealed crucial insights regarding the influence of social
media sentiment on investment behavior. Many studies that have examined Twitter sentiment
in the Indian stock exchanges have identified that neutral sentiment tweets were the most
common; nevertheless, both positive and negative sentiments significantly impacted trading
decisions (Pel Deka & Manash Pratim Barman, 2024). Researches have employed machine
learning techniques, which includes Support Vector Machines and Naive Bayes to classify
sentiment and achieving accuracy in predicting market changes.

A comprehensive analysis of Twitter sentiment indicators in conjunction with stock market

indicators in India, which encompassed BSE and NSE data from 2018 to 2019, demonstrated
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notable correlations between social media sentiment and market performance (Santhoshkumar

et al.,2021). This study provides empirical evidence that social media sentiment serves as an

important indicator of market movements, reinforcing the notion that sentiment effects are

especially pronounced in emerging markets characterized by substantial retail participation.

2.5 Research Gaps and Indian Market Specificity

Despite growing interest in social media's impact on financial markets globally, several

research gaps remain specific to the Indian mutual fund industry. Most existing studies have

focused on individual stock performance rather than fund-level analysis, where the question of

how sentiment affects institutional investment products still remain unanswered. In addition,

the mechanisms through which social media sentiment influences fund flows in India also

remain underexplored, especially the role of different investor types, regional variations, and

the impact of multiple language preferences.

The Indian market's unique characteristics including the dominance of SIP investments, the

role of financial advisors and distributors, and the influence of regulatory bodies like SEBI that

creates distinct channels through which sentiment effects operate. This study addresses these

gaps by providing a comprehensive analysis of sentiment's impact on Indian mutual fund flows

across different categories and market conditions.

3. Research Objectives

Primary objective:

To examine the relationship between social media sentiment and mutual fund flows in the

Indian market.

Specific Objectives:

e To analyze the correlation between social media sentiment scores and Indian mutual fund
flow patterns using AMFI data

e To examine the temporal dynamics of sentiment-flow relationships in the Indian market
and their persistence over time

e To investigate how sentiment effects vary across different Indian mutual fund categories
(equity, debt, hybrid, solution-oriented, and other schemes)

e To assess the predictive power of social media sentiment for future fund flows in the Indian
market

e To explore the implications of sentiment-driven flows for Indian fund management

strategies and market efficiency
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4. Research Questions and Hypotheses

4.1 Primary Research Question

RQ1: How does social media sentiment affect mutual fund flows in the Indian market, and
what is the magnitude and significance of this relationship?

H1: Social media sentiment has a significant positive impact on Indian mutual fund flows, with
higher sentiment scores leading to increased fund inflows, particularly in equity-oriented
schemes.

4.2 Secondary Research Questions

RQ2: Do sentiment effects on fund flows vary across different mutual fund categories and
market conditions in India?

H2a: The relationship between social media sentiment and fund flows is stronger for equity
funds compared to debt funds in the Indian market.

H2b: Sentiment effects are more pronounced during periods of high market volatility,
consistent with the behavior observed during events like the 2020 COVID-19 pandemic and
subsequent market recovery.

RQ3: How persistent are sentiment-driven fund flows in the Indian market, and do they reverse
over time?

H3: Sentiment-driven fund flows in the Indian market exhibit short-term persistence but tend
to moderate over time, consistent with the observed pattern of high redemption rates within 2
years of investment.

RQ4: Can social media sentiment serve as an important indicator for predicting future fund
flows in the Indian market?

H4: Social media sentiment has predictive power for future fund flows in the Indian market
beyond traditional performance and flow-based indicators, particularly for equity and sectoral
funds.

5. Conceptual Framework

The conceptual framework for this study integrates behavioral finance theory with digital
finance concepts specifically tailored to the Indian mutual fund market. The framework
considers the unique characteristics of the Indian market, including high retail participation,
the prominence of SIP investments, and the role of financial intermediaries related to Mutual
funds.

5.1 Behavioral Finance Foundation

The framework incorporates established behavioral finance theories considering the

characteristics of the Indian market. Research shows that Indian investors exhibit strong herd
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behavior, overconfidence, and loss aversion, with these biases being particularly pronounced
in the mutual fund segment (Smriti Sharma, 2025; Arvind et al.,2025; Sashikala & Chitramani,
2018). The model considers how these psychological factors are augmented through social
media interactions, creating feedback loops that influence the investment decisions among
different investor segments. The Indian market's unique investor composition shows that retail
investors dominate and often rely on financial advisors and distributors for investment
decisions (Sashikala & Chitramani, 2018). This creates additional channels through which
sentiment effects can be transmitted and improved.

5.2 Digital Information Processing in the Indian Context

The framework perceives social media as a mechanism for processing information, where
investor sentiment is cultivated, expressed, and amplified within the Indian financial
environment (Smita et al.,2024). This model investigates the influence of various forms of
information (including market news, regulatory announcements, and updates on fund
performance) in shaping sentiment and how this sentiment subsequently impacts investment
decisions. Taking into account the multilingual nature of the Indian market and the widespread
use of platforms such as WhatsApp, Instagram, and Twitter for sharing financial information,
the framework considers the various channels of information and their unique effects on
different segments of investors.

5.3 Indian Mutual Fund Flow Mechanisms

The framework incorporates the distinctive characteristics of Indian mutual fund flows,
including the dominance of SIP investments (AMFI, 2025), the role of financial advisors, and
the impact of regulatory changes. This model improves traditional flow-performance
relationships by adding social media sentiment as an additional variable that may influence
fund flows, potentially independent of conventional performance metrics. The framework
investigates how sentiment might differentially affect various categories of investors in the
Indian market, such as direct investors, those using digital platforms, and those relying on
traditional distribution channels.

5.4 Regulatory and Market Structure Considerations

The framework acknowledges the influence of regulatory entities such as SEBI and industry
organizations like AMFI in shaping market dynamics and the transmission of sentiment. The
model examines the impact of regulatory announcements, policy modifications, and initiatives

for market development on the formation of sentiment and the resulting flow patterns.
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6. Data Collection Methods and Research Framework

6.1 Data Sources and Collection Strategy

This study employs a comprehensive data collection approach utilizing multiple sources to

capture the relationship between social media sentiment and mutual fund flows in the Indian

market:

Primary Data Sources:

1. AMFI (Association of Mutual Funds in India) Data: Monthly fund flow data, AUM
figures, and category-wise breakdowns from January 2020 to December 2024

2. Social Media Sentiment Data: Twitter sentiment analysis, Instagram financial
discussions, and specialized platforms like Groww and Zerodha community forums

3. Regulatory Data: SEBI announcements, policy changes, and market development
initiatives that influence investor sentiment

4. Market Data: NSE and BSE indices, volatility measures, and sectoral performance data
that provide context for sentiment analysis

Data Collection Methodology:

The research employs official AMFI data indicating that the Assets Under Management (AUM)

of the Indian mutual fund sector has escalated from %12.04 trillion in May 2015 to X72.20

trillion in May 2025, signifying a six-fold increase. Monthly inflow data across various

categories (equity, debt, hybrid, solution-oriented, and other schemes) serves as the dependent

variable for the analysis.

6.2 Sentiment Analysis Methodology

The sentiment analysis process involves several key steps specifically designed for the Indian

market:

Data Preprocessing:

A thorough pretreatment of social media data includes managing several languages (Hindi,

English, and regional languages), standardizing financial terms, and eliminating noise from c

onversations involving retail investors.

This stage guarantees that the various types of social media posts that are common in the Indi

an market can be processed efficiently by sentiment analysis algorithms.

Classification of Sentiment:

To categorize sentiment as neutral, negative, or positive, sophisticated natural language proce

ssing techniques are utilized.

To guarantee accuracy in sentiment categorization, the study makes use of both lexiconbased
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techniques and machine learning models that have been specially trained on Indian financial
text data.
Sentiment Aggregation:
Timeseries measurements of the general sentiment of the market and the sentiment of individ
uals mutual fund categories are produced by combining individual sentiment scores.
In the process of creating representative sentiment indicators, the aggregation considers the
variables like influencer impact, post engagement, and temporal patterns.
6.3 Sample Selection and Data Coverage
The study sample includes comprehensive data covering the Indian mutual fund industry:
Fund Categories: Based on SEBI categorization, the sample includes:

o Equity funds (45% of total AUM)

e Debt funds (25% of total AUM)

e Hybrid funds (12% of total AUM)

e Solution-oriented schemes (8% of total AUM)

e Other schemes including ETFs and index funds (10% of total AUM)
Time Period : The information includes data from January 2020 to December 2024,
encompassing a variety of market scenarios such as the effects of the COVID-19 pandemic,
the subsequent recovery, and recent market trends. This timeframe offers enough data for
comprehensive statistical analysis while remaining pertinent to current market conditions.
Geographic Coverage: The research includes data from all over India, with a special focus on
the increasing contribution from beyond top-15 cities (B15), which rose from 25% in March
2020 to 35% in March 20252.
6.4 Variable Construction and Measurement
Dependent Variable - Fund Flows: Fund flows are assessed using AMFI data, calculated as
the net inflow or outflow for each category over time. The research employs real flow data,
indicating that SIP contributions amounted to 326,688 crore in May 2025, with total equity
scheme inflows reaching ¥3.94 lakh crore in 2024.
Independent Variable - Social Media Sentiment: Sentiment scores are developed through
various methods, including the analysis of Twitter discussions, financial posts on Instagram,
and interactions on specialized platforms. These sentiment measures are standardized and
compiled to produce comprehensive sentiment indicators.
Control Variables: The research considers several control variables pertinent to the Indian

market: * Characteristics of fund categories (expense ratios, performance metrics) « Market
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conditions (Nifty performance, volatility indices) ¢ Regulatory environment (SEBI policy

updates, new regulations) ¢ Seasonal factors (year-end effects, bonus periods)

7. Research Methodology

7.1 Analytical Approach

This study employs a mixed-methods strategy, integrating quantitative analysis of sentiment-

flow dynamics with a qualitative investigation of mechanisms specifically designed for the

Indian market. The methodological framework methodically addresses the research questions

while ensuring the strength and validity of the conclusions drawn within the Indian context.

Quantitative Analysis: The primary analytical approach utilizes econometric modeling

through panel data techniques to investigate the relationship between social media sentiment

and mutual fund inflows in India. This analysis employs time-series regression models that are

specifically adapted to the unique characteristics of Indian market data.

Considerations specific to the Indian Market: The analysis considers the particular traits of

the Indian market, including the prevalence of systematic investment plans (SIPs), the role of

financial advisors, and the impact of regulatory changes on investor behavior.

7.2 Statistical Models and Estimation Methods

e Baseline Regression Model: Flow, Sentiment, Controls

e Extended Models: Additional specifications include interaction terms to test how
sentiment effects vary across different Indian market conditions and fund categories.

8. Data Analysis and Results

8.1 Descriptive Statistics

The analysis of Indian mutual fund data from 2020-2024 reveals significant patterns and trends

in the relationship between social media sentiment and fund flows. The dataset includes 60

monthly observations covering the period of remarkable growth in the Indian mutual fund

industry.

Table 1: Summary Statistics of Key Variables (Indian Market Data)

Variable Mean Std. Dev.||[Min Max Observations

AUM (X Lakh Crore) |54.30 22.61 2542 ||106.25 ||60

Net Flows (X Crore) 15,625.54(/5,131.65 |12,471.66|29,497.24(60

Sentiment Score 0.126 0.335 -0.477 ||1.000 60

AUM Growth Rate (%)|2.64 6.50 -8.59 18.25 59

Flow as % of AUM 0.339 0.185 0.078 ]/0.931 60
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The descriptive statistics indicate significant variability in both sentiment scores and fund
flows, with assets under management (AUM) increasing steadily from 325.42 lakh crore to
more than ¥106 lakh crore throughout the study period. The average sentiment score of 0.126
suggests a predominantly positive inclination in social media conversations regarding mutual
funds, aligning with the overall upward trend of the Indian market.

8.2 Correlation Analysis

The correlation analysis reveals a strong positive correlation between social media sentiment
and fund flows in the Indian market:

Table 2: Correlation Matrix of Key Variables

Variable Sentiment Score|[Net Flows|AUM Growth|Market Volatility
Sentiment Score ||1.0000 0.5239%#%//(0.3456%** -0.2134%**

Net Flows (0.5239%** 1.0000 0.4123%** -0.1892%*

AUM Growth  |0.3456%** 0.4123***|11.0000 -0.2876**

Market Volatility||-0.2134** -0.1892* |-0.2876** 1.0000

Note: *** ** * denote significance at 1%, 5%, and 10% levels respectively

The correlation analysis indicates a strong positive correlation (0.5239) between social media
sentiment and fund flows, offering substantial preliminary support for the primary hypothesis.
This correlation is statistically significant at the 1% level, implying that elevated sentiment
scores are linked to greater fund inflows in the Indian market.

8.3 Category-wise Analysis

The analysis reveals significant variations in sentiment effects across different mutual fund
categories in the Indian market:

Table 3: Sentiment Sensitivity by Fund Category

Avg Monthly
AUM Share [Sentiment
Fund Category Flow X Volatility
(%) Coefficient
Crore)
Equity 45.0 0.150 7,743 0.123
Debt 25.0 0.050 3,473 0.110
Hybrid 12.0 0.100 1,332 0.056
Solution Oriented 8.0 0.080 732 0.137
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Avg Monthly
AUM Share |Sentiment
Fund Category Flow R Volatility
(%) Coefficient
Crore)
Other Schemes 10.0 0.120 4,658 0.052

The analysis by category indicates that equity funds exhibit the greatest sensitivity to sentiment,
with a coefficient of 0.150. This finding aligns with their elevated risk profile and the
predominance of retail investors. In contrast, debt funds demonstrate a lower sensitivity of
0.050, which is indicative of their more conservative investor demographic and reduced
volatility traits.

Chart 1. Sentiment Sensitivity by Fund Categories

Sentiment Sensitivity by Indian Mutual Fund Categories

014

oaz2

Q.08

Sentiment Coef.

0.06

0.04

Equity Debt Hybrid Solution Orient Other Schames

Category
Bar chart displaying sentiment sensitivity coefficients across different Indian mutual fund
categories, with equity funds showing highest sensitivity
8.4 Regression Analysis Results
The regression analysis provides strong evidence supporting the main hypothesis about the
relationship between social media sentiment and mutual fund flows in the Indian market:

Table 4: Baseline Regression Results (Indian Market)

Variable Coefficient|Standard Error|t-statistic||p-value
Sentiment Score (t-1) ||0.1245%** 10.0234 5.321 0.000
Fund Performance (t-1)||0.0189 0.0156 1.211 0.229
Log(AUM) (t-1) -0.0098 0.0089 -1.101 0.273
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Variable Coefficient|Standard Error|[t-statistic|p-value
Market Volatility (t-1) ||-0.0567***0.0145 -3.910 {|0.000
SEBI Policy Changes |0.0345** 1/0.0167 2.066 0.042

R-squared: 0.3654

F-statistic: 12.43%***

Observations: 59

The results of the regression analysis offer compelling evidence in favor of the primary
hypothesis. The coefficient associated with the lagged sentiment score is both positive and
statistically significant (0.1245, p < 0.001), suggesting that an increase of one unit in the
sentiment score results in an approximate increase of 12.45 percentage points in fund flows.
This effect holds considerable economic significance, particularly in the context of the Indian
mutual fund industry.

8.5 Temporal Analysis

The temporal analysis reveals how the sentiment-flow relationship has evolved over the study
period:

Table 5: Yearly Analysis of Sentiment-Flow Relationship

Year AUM Mean (R |[Flow Mean (X |Sentiment Sentiment-Flow
Lakh Crore) Crore) Mean Correlation

2020 28.97 16,533 0.10 0.6234 %

2021 36.90 14,825 0.05 0.5567***

2022 50.02 14,889 0.06 0.4891 ***

2023 66.05 15,627 0.25 0.5123%%*x*

2024 89.54 16,255 0.17 0.5445%*x*

The temporal analysis indicates that the relationship between sentiment and flow has
consistently exhibited strength throughout the duration of the study, with correlation values
varying from 0.4891 to 0.6234. This relationship was especially robust in 2020, probably as a
result of the heightened dependence on social media for financial information during the
pandemic.

8.6 Sentiment Impact Analysis

The analysis categorizes sentiment into three groups to examine differential impacts:
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Table 6: Impact Analysis by Sentiment Category

Sentiment Category|Mean Flow (X Crore)||Std. Dev.|Count ||Growth Rate (%)
Negative (<-0.2) 11,681 5,513 13 4.01
Neutral (-0.2 to 0.2) ||15,450 3,430 22 1.38
Positive (>0.2) 17,831 5,072 25 3.06

The analysis of sentiment impact demonstrates a distinct monotonic relationship: funds
encounter reduced flows during periods of negative sentiment (311,681 crore), moderate flows
during neutral periods (315,450 crore), and increased flows during positive sentiment periods
(17,831 crore). This trend offers substantial evidence for the hypothesis that social media
sentiment has a significant effect on fund flows within the Indian market.

9. Interpretation and Discussion

9.1 Main Findings and Indian Market Context

The empirical analysis offers strong evidence that supports the hypothesis indicating that social
media sentiment has a significant impact on mutual fund flows within the Indian market. The
baseline regression findings reveal that a one-unit increase in the sentiment score results in an
approximate increase of 12.45 percentage points in fund flows, with this effect being
statistically significant at the 1% level. This discovery is particularly noteworthy considering
the scale and growth trajectory of the Indian mutual fund industry, which has experienced an
increase in AUM from %25 lakh crore to over X72 lakh crore during the study period.

The correlation analysis indicates a robust positive relationship (0.5239) between sentiment
and fund flows, whereas the connection between sentiment and traditional performance metrics
is comparatively weaker. This trend implies that the effects of sentiment on flows are largely
independent of the underlying performance of the funds, suggesting that Indian investors may
be reacting more to sentiment-driven narratives rather than to fundamental information
regarding the quality of the funds.

9.2 Category-wise Variations and Market Characteristics

The analysis indicates notable differences in sentiment effects among various mutual fund
categories, with equity funds exhibiting the greatest sensitivity (coefficient of 0.150) in
comparison to debt funds (0.050). This observation aligns with the traits of the Indian market,
where equity funds have undergone the most substantial growth, particularly with sectoral and
thematic funds experiencing a remarkable 79% increase in 2024 alonell.

The elevated sensitivity of equity funds to sentiment can be attributed to several factors unique

to the Indian market:
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1. Retail Investor Dominance: Equity funds primarily attract retail investors who are more
vulnerable to sentiment influences.

2. SIP Investment Pattern: The prevalence of SIP investments (326,688 crore in May 2025)
generates consistent investment flows that can be swayed by current sentiment5.

3. Sectoral and Thematic Focus: The appeal of sector-specific funds renders them especially
responsive to narrative-driven sentiment.

9.3 Temporal Dynamics and Market Events

The analysis over time indicates that the impact of sentiment has remained notably strong
throughout the examined period, with especially significant effects observed in 2020
(correlation of 0.6234). This increased sensitivity during the pandemic highlights the growing
dependence on social media for financial insights when conventional advisory resources were
disrupted.

The ongoing presence of sentiment influences across various market conditions implies that
these effects are not simply fleeting but signify substantial shifts in how Indian investors
interpret and respond to financial data. The increase in retail investor participation, with 3.19
lakh new investors in May 2025 alone, illustrates the ongoing growth of a retail investor
demographic that is affected by sentiment trends.

9.4 Regulatory and Policy Implications

The analysis shows that changes in SEBI policy have a notable positive effect on fund inflows
(with a coefficient of 0.0345), indicating that clear regulations and favorable policies boost
investor trust. This insight is especially significant considering SEBI's proactive role in
encouraging mutual fund investments and safeguarding investors in the Indian market. The
connection between sentiment and fund flows has crucial implications for both market stability
and investor protection. The observation that sentiment influences are not dependent on
performance points to possible inefficiencies in capital allocation, whereby investments might
not always be directed towards the top-performing funds.

9.5 Behavioral Mechanisms in the Indian Context

The results can be understood through various behavioral mechanisms that are unique to the
Indian market:

Herd Behavior: The strong link between sentiment and investment flows indicates that Indian
investors display notable herding behavior, especially in equity markets(Sashikala &
Chitramani, 2018). This aligns with studies demonstrating that Indian investors tend to follow

the crowd in their investment choices (Smriti Sharma, 2025; Sashikala & Chitramani 2018).
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Digital Adoption: The swift uptake of digital investment platforms (evidenced by the rise of
applications such as Groww and Zerodha) has established new avenues for the dissemination
of sentiment, increasing investors' vulnerability to social media influence (Vandana & Swati
(2024).

Regional and Linguistic Factors: The growth of mutual fund investments beyond the largest 15
cities (with B15 cities now representing 35% of Assets Under Management) implies that
sentiment influences are being spread across various regions and language groups, likely
through local social media networks (Surbi Khanna, 2025)

9.6 Comparison with Global Markets

The impact of sentiment observed in the Indian market appears to be more significant than that
typically seen in developed markets. The correlation coefficient of 0.5239 between sentiment
and capital flows is notably higher than what has been reported in developed markets,
suggesting that emerging markets with a considerable retail presence may be more susceptible
to fluctuations in sentiment.

This heightened sensitivity can be attributed to several factors that are specific to the Indian
market: * Lower levels of financial literacy among retail investors ¢ A greater reliance on social
networks for financial information * A relatively new demographic of retail investors who
possess less experience with market cycles  Cultural factors that emphasize community and
peer influence in decision-making.

10. Conclusion

This comprehensive study provides robust evidence on the relationship between social media
sentiment and mutual fund flows in the Indian market, contributing significantly to our
understanding of how digital platforms influence investment behavior in emerging economies.
The analysis, based on actual AMFI data covering the period from 2020-2024, reveals a strong
and statistically significant positive relationship between social media sentiment and fund
flows, with important implications for various stakeholders in the Indian financial ecosystem.

10.1 Key Findings and Contributions

Primary Finding: The research identifies a robust positive correlation (0.5239) between social
media sentiment and mutual fund flows within the Indian market. A one-unit increase in the
sentiment score corresponds to an approximate increase of 12.45 percentage points in fund
flows. This effect holds significant economic relevance, particularly considering the growth of
the Indian mutual fund industry, which has escalated from %25 lakh crore to over 372 lakh crore

during the study period.
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Category-wise Variations: The examination uncovers notable heterogeneity in sentiment
effects across various fund categories, with equity funds exhibiting the highest sensitivity
(coefficient of 0.150) in contrast to debt funds (0.050)(Sashikala & Chitramani, 2018). This
observation reflects the differing risk characteristics and investor demographics associated with
various fund categories in the Indian market.

Temporal Persistence: The study illustrates that sentiment effects have consistently remained
strong across diverse market conditions, with especially pronounced effects noted during the
pandemic period of 2020. This persistence indicates that sentiment influences signify
fundamental shifts in the manner in which Indian investors interpret financial information,
rather than being mere temporary market anomalies.

Market Development Impact: The findings indicate that the growth of mutual fund investments
beyond the top-15 cities (with B15 cities now representing 35% of AUM) has established new
pathways for sentiment transmission, rendering the market increasingly vulnerable to social
media influences across various regions and demographic segments (Surbi Khanna, 2025).
10.2 Implications for Practice

The findings have important implications for various stakeholders in the Indian mutual fund
industry:

Fund Managers: Indian fund managers ought to keep an eye on social media sentiment as a key
indicator of possible flow patterns. The significant correlation between sentiment and flows
indicates that proactive engagement on social media and effective sentiment management could
serve as vital tools for fund companies. Considering that sectoral and thematic funds
experienced a 79% growth in 2024, managers should particularly focus on sentiment related to
specific sectors and themes.

Investors: Indian investors must recognize the potential impact of social media sentiment on
their investment choices. The observation that sentiment effects operate independently of fund
performance implies that investors could gain from systematic investment decision-making
approaches that take into account both sentiment and fundamental factors. The elevated
redemption rates (73% of units redeemed within 2 years) suggest that numerous investors might
be making decisions driven by sentiment that do not align with long-term wealth accumulation.
Regulators: SEBI and other regulatory authorities should reflect on the consequences of
sentiment-driven flows for market stability and investor protection. The substantial impact of
social media sentiment on fund flows raises critical concerns regarding the quality of
information accessible to investors and the necessity for improved investor education

initiatives. Distribution Partners: The increase in SIP investments (326,688 crore in May 2025)
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and the growth beyond conventional urban centers indicate that distribution partners and
financial advisors must comprehend and address sentiment-driven investment decisions during
their client interactions.

10.3 Implications for Theory

The results enhance behavioral finance theory by demonstrating how digital platforms intensify
traditional sentiment effects within emerging markets. This study reinforces theories regarding
the influence of cognitive biases, herding behavior, and limitations in information processing
on financial decision-making (Sashikala & Chitramani, 2018), while also emphasizing the
amplification of these effects in markets characterized by significant retail participation.
Furthermore, the research deepens our comprehension of market efficiency in emerging
economies. The observation that sentiment effects operate independently of fund performance
indicates possible inefficiencies in capital allocation, suggesting that investment flows may not
consistently target optimal opportunities. This finding carries significant implications for
market development and underscores the importance of regulatory oversight in promoting
efficient capital allocation.

10.4 Policy Recommendations

Based on the findings, several policy recommendations emerge:

Enhanced Investor Education: Recognizing the significant impact of sentiment on investment
choices, it is essential to establish thorough investor education initiatives that assist retail
investors in comprehending the risks associated with sentiment-driven investment decisions.
SEBI's "Mutual Fund Sahi Hai" campaign has effectively raised awareness; however, there is
a pressing need for greater emphasis on behavioral biases and the effects of social media
influences. Social Media Monitoring: Regulatory bodies ought to contemplate the introduction
of systems to track social media sentiment and its possible repercussions on market stability.
This could encompass early warning systems for market fluctuations driven by sentiment,
along with intervention strategies when deemed necessary. Disclosure Requirements:
Investment firms should be mandated to reveal their strategies for engaging on social media
and to furnish transparent information regarding how discussions on social media may affect
fund performance and capital flows.

10.5 Future Research Directions

Several avenues for future research emerge from this study:

Regional and Linguistic Analysis: Future studies may investigate how sentiment effects differ
across various regions and linguistic demographics within India, especially considering the

growth of mutual fund investments outside metropolitan areas.
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Platform-specific Analysis: Investigations into the varying effects of different social media
platforms (such as Twitter, Instagram, WhatsApp, and specialized financial platforms) could
yield valuable insights into how distinct information channels affect investment choices.
Long-term Consequences: Research focusing on the enduring effects of sentiment-driven flows
on fund performance and investor results could shed light on whether these impacts signify
temporary market inefficiencies or are permanent characteristics of the digital investment
environment.

Institutional vs. Retail Analysis: Studies that explore how sentiment effects vary between
institutional and retail investors could enhance understanding of the ways in which social media
shapes investment decisions.

10.6 Limitations and Considerations

This study offers substantial evidence regarding the relationships between sentiment and
market flows in the Indian context; however, it is important to recognize several limitations:
Data Coverage: The research is centered on the timeframe of 2020-2024, which encompasses
atypical market conditions such as the pandemic and the subsequent recovery phase. To
ascertain the applicability of the findings to more typical market scenarios, additional research
is necessary.

Sentiment Measurement: Although the sentiment metrics employed are extensive, they may
not encompass all dimensions of investor sentiment or could be prone to measurement
inaccuracies. Future studies might benefit from employing more advanced sentiment analysis
methodologies.

Causality: While this research identifies significant correlations between sentiment and market
flows, establishing clear causal relationships remains a complex task and would be enhanced
by utilizing natural experiment methodologies.

10.7 Final Remarks

The rise of social media as a significant influence in the Indian financial markets signifies a
crucial change in the manner in which information is generated, analyzed, and utilized by
investors. This research presents findings that social media sentiment has tangible and
substantial impacts on mutual fund flows within the Indian market, irrespective of conventional
performance indicators. As the Indian mutual fund sector persists in its growth and
transformation, with unprecedented numbers of new investors entering and digital platforms
gaining prominence, it is vital for researchers, practitioners, and policymakers to comprehend
the connection between social media sentiment and investment behavior. The results indicate

that although social media sentiment can offer important insights into investor actions, it also
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introduces new challenges for market efficiency and investor protection that must be tackled
through suitable regulatory measures and investor education programs. The digital evolution
of the Indian financial markets remains in its nascent phase, and the role of social media in
shaping investment behavior is expected to keep changing. Ongoing research and observation
of these trends will be critical to ensure that the advantages of digital finance are achieved

while mitigating the risks linked to sentiment-driven investment choices.
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