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ABSTRACT

This_study mvestlgates how financial literacy influences investment decisions
among 100 _y ounrq Indian professmnals primarily aged 18-25 from urban areas,
espeually Ben auru Using a 24-item structured Likert-scale questionnaire, the
research measures financial knowledge (compound interest, SIP calculatlons
diversification, expense ratios), subjective confidence, risk tolerance, and actual
Investment practices.

Findings reveal moderate financial literacy levels (mean = 3.27, SD = 0.33)
alon93|de conservatlve mvestment atterns: 45% prefer fixed dep05|ts 25% gold,
and only 15% eq UI'[¥ or mutual funds. A statlstlcally significant posmve relatlonsh7o
between flnanC|aI eracy and investment behavior'was found (r =

= (. High-literacy respondents were three tlmes more I|ke ){ to use

IPs (62% vs 15%) and allocated"35% to equities compared to 8% by low |teracy

geers Social_ media’significantly influences 51% of investment decisions, though it§

ehavioral effect remains weak (r = 0.075, p = 0.315),.indicating a "pseudo-literacy”

henomenon. Demographic moderators including’income, urban location, and
gender further shaped the literacy—behavior relationship.

Keywords: Financial I|teraKX Investment behavior, SIP adoption, Behavioral
finance, Urban youth, India, Markowitz, Prospect Theory
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1. INTRODUCTION

Financial literacy. the knowledge and skills needed for budgeting, saving,
investing, and managing debtis_an essential driver of personal economic
empowerment. In India, where UPI transactlons exceed 13 b|| ion monthl and
demat_accounts surpass 15 crores, a critical ?ap remains; on X 27% of adults are
financially literate, wrth rural I|terac¥ falling to 15% (RBI 3?] This knowledge
deficit manifests 1n suboptimal inves ment patterns over 60% of ousehold savrngs
flow intg fixed deposits or gold rather than equities or mutual funds, whiCh
historically generate 12 to 15% CAGR, limiting wealth creation essential to India's
%5 trillion’economy goal.

Behavioral biases compound this, challenge During the 2020 COVID-19
market crash, low-literacy investors panic-sold ows while higher- I|teracy feers
capltallzed on the rebourid a pattern predicted by Kahneman and Tversk

Prospect Theory, wherein loss aversion dlstorts rational decision-ma |n The
Saradha chit fuid fraud (230,000 crore losses) and the proliferation of social’ media
"FOMO. trades" further undérscore the dangers of financial illiteracy in a rapidly
digitalizing economy.

India's fintech revolution driven by platforms like Paytm, Groww, and
Zerodha has democratjzed market access but simultaneously elevated the stakes of
financial literacy. Globally, Lusardi and Mitchell (2014) = demonstrated that
fmancrallé/ literate individuals diversify 20-30% more" effectively; SEBI (2023
oun /o igher mutual fund penetration among literate investors. Despite these
ad vances ia-specific research on urban you h remains limited. This study
addresses t at gap by empirical )éexammm the financial literacy—investment
behavior relationship among young Bengaluru professmnals

1.1 Statement of the Research Problem

Despite India's_financial . democratization, literacy rates remain at 27%
pationally (RBI, 2023), resulting in 60% of savings locked in sub-optimal
instruments. The problem intensifies durm? voIat|I|t with demo raphic dlsparltles
urban 15%_vs. rural 6% part| atlon 0 15% ender eq U|t ?com ounding
he issue. This study asks: To what extent does frnanma terac etermine
Investment behavror amgong young Indian_  urban professronals and what
demographic and behavioral factors moderate this relationship?
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2. LITERATURE REVIEW

. .The scholarship on financial literacy and investment_hehavior spans global
empirical studies, behavioral finance theory, and India-specific regulatory surveys.
[usardi and Mitchell (2014) established. that financially literate individuals are more
likely to participate in markets and diversify effectively, demonstrating_superior
understanding of_compound interest, inflation, and risk. "Kahneman and™ Tversky's
(1_9792 Prospect Theory explains how behavioral biases particularly loss aversion
distorts investment decisions, with financial literacy serving as a moderating force.
Fernandes, Lynch, and Netemeyer (2014) fouynd that literacy interventions
significantly improve behavior, particularly among low-income groups.

_In the Indian context, RBI, (2023% reported persistently low financial_literacy,
espec!allh/_ in rural regions, while SEBI (2023) confirmed that literate investors
exhibit higher mutual fund and _eqlmt)(_ participation. Agarwal, Driscoll, and
Subramaniam (2021) found financially literate Indian houSeholds allocate. more
income to financial ‘assets, and. Bapat”and Mavaluri (2023) identified significant
ender disparities In egmty participation linked to literacy differentials. Kajser and

enkhoff (2Q20) validated that structured financial education programs improve
long-term savings and investment behavior across demographics.

. Emerging research highlights the 'Esteudo:Iiterac "' phenomenon, where sqcial
media platforms such as YouTube (500 million Indian users) drive superficial
awareness without behaviaral change, resulting in 30% higher portfolio churn rates
(Groww and Zerodha, 2024). Sharma (2019) and Sangeetha (2023) noted that
ounger, educated urban Indians are more digitally engaged but remain susceptible
o misinformation, The OECD Financial LiteraCy Framework (2014) integrates
knowledge, behavior, and attitude dimensions, though India-specific “adaptations
Incorpgrating. SIP mathematics and chit fund awaréness remain underexPIored.
Overall, the literature establishes a robust literacybehavior. linkage but reveals gaps
in India-specific, youth-focused, fintech-era studiés gaps this research addresses.
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3. RESEARCH METHODOLOGY

3.1 Research Design and Approach

This study employs a Positivist deductive, cross-sectional survey design.
Hﬁ/potheses derived from the Theory of Planned Behayior (A,ze_n, 1991),” Prospect
Theory (Kahneman & T_ve[sk)(, 1979), and the OECD Financial Literacy Framework
(2014) are tested quantitatively tq establish literacy—behavior associations. Primary
quantitative data were collected in Q1 2026 via a structured 24-item Likert-scale
qugstu?ngalre (Google Forms) administered to working professionals aged 18-45 in
urban India.

3.2 Sample and Data Collection

The sam(ple comprises n = 100 respondents, stratified across four urban strata:
Bengaluru (65/ol), other metros including Mumbai and Delhi (19%), Tier-2 cities
(12%), and small towns (4%). Purposive convenience sampling targeted early-career
professionals and graduates actively using digital financial ™ platforms. The
questionnaire was stfuctured across four sections: demographics (4 items), financial
knowledge and canfidence (8 items), investment attitude (6 items), and investment
behavior '&6 items). All Likert item$'used a 1-5 scale (1 = Strongly Disagree, 5 =
Strongly Agree).

3.3 Research Hypotheses

H1: Higher financial literacy positively influences investment behavior (asset
allocation, SIP adoption, diversification).

H2: Financial literacy significantly reduces behavioral biases such as loss
aversion and complexity perception.

H3: Demographic factors (income, age, gender, location) moderate the literacy—
behavior relationship.

H4: Urban respondents exhibit stronger literacy—behavior linkages than Tier-2 or
small-town respondents.

H5: Social media exposure acts as a pseudo-literacy moderator, amplifying
awareness but not behavior.

3.4 Analytical Methods

Data were analyzed usm(% SPSS and Excel. Descriptive statistics (mean, SD,
frequency) profiled respondents. Pearson correlation assessed literacy—behavior
relationships; multiple regression quantified effect sizes (B coefficients, R?). Chi-
square tests examined demQ(t;raphlc—behawor_ associations, and Cronbach's” Alpha
verified instrument reliability.” The Fipancial Literacy Compagsite Score was
calculated as: FL = (Objectivescore x 0.4) + (Subjective mean x 0.6), range 0-20.
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4. DAAATA ANLYSIS AND RESULTS

4.1 Demographic Profile

, The sample is youth-dominated (89% aged 18-25, 11% ag%ed 36-45), low-
income (63% earning below 350,000/month; 22% between I50k—=1L; 15% above
R1L), and Bengaluru-centric (65%%. Regarding investment status: 40% reported no
investments, 34% held small investments, 15% were active investors, and 9% were
P_Iannmq to start. This early-career profile underscores the urgent need for targeted
inancial literacy interventions among emerging investors.

4.2 Descriptive Statistics

Variable N Min Max Mean
Financial Literacy 150 2.45 4.00 3.271
Investment 150 2.76 3.85 3.305
Behavior
Social Media 150 2.45 4.00 3.388
Influence

. .The mean financial literacy score of 3.27 (SD = 0.33) indicates moderate
proficiency across the sample. Ihvestment behavior averaged 3.30 (SD = 0.21),
reflecting “'moderately positive but conservative practices. Social _media influence
scored highest at 3.39 (SD = 0.29), underscoring its pervasive role. The low standard
deviationS indicate response consistency, suggesting shared financial experiences
among this urban youth cohort.

4.3 Regression Analysis

Multiple, regression. was, conducted with Investment Behavior as the
dependent variablé’ and. Financial Literacy_as_the independent variable. Results
confirm statistical significance: F(1, 180) = 7.571, p = 0.007; R2 = 0.040, Adjusted
R? = 0.035. The_unstandardized coefficient (B = 0.125, SE = 0.045 P =0.201, t =
2.752, p = 0.007) indicates that for each unit increasé in financial literacy score
Investment behavior improves by 0.125 units. Although R? = 4% appears modest, it
IS consistent with behavigral finance studies where”multiple unmeasured factors
(emotional state, peer influence, market conditions) explain significant residual
variance.

4.4 Correlation Analysis

. Pearson correlation analysis revealed: (1) a weak but_ significant positiv
relationship between financial “literacy and investment behavior (r = 0.201, p =
0.007), supporting H1; (2) a strong positive correlation between financial literacy
and social media influence (r = 0.704, p < 0.001), suggesting that higher I|t_era_cty CO-
occurs with greater social medja financial en a%ement; and (3).a non—3|%n| Icant

[ . =

relationship between social media influence and nvestment behavior (r = 0.075, p =
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0.315), conflrmmtq the pseudo-literacy hypothesis (H5) — social media amplifies
awareness without translating to actior.

4.5 Chi-Square Analysis

Chi-square tests confirmed significant assouaﬂons between age roups and
long-term  investment orlentatlon with 26-35 year-oglds showing the highest
"Strongly Agree"” rates. SIP suitab |I|tP/ also varled significantly by a e — younger
respondents (18-25) were more evenly |str| uted across Neu ral and Agree, while

middle-aged, resporidents (26—45) strongly endorsed SIPs. These findings. validate
H3 confirming demographic moderation of the I|teracy—behaV|or relationship.

4.6 Reliability

Cronbach's Alpha for the 20-item scale was 0.648, indicating acceptable
internal consistency. While slightly below the conventional 07 0 thresholq, this
value is considered adequate in Social science.research given t he diversity of
constructs measured. (knowledge, confidence, attitude, behavior) and is consistent
with comparable Indian fmanmal literacy studies.
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5. KEY FINDINGS

The empirical analysis yields the following primary findings:

Financial literacy significantly predicts investment behavior (r = 0.201, f =
0.125, p = 0.007), confirming H1. High-literacy respondents (score > 3.5)
demonstrated 62% SIP adoption versus 15% among low-literacy peers, and
allocated 28% to equities versus 9%.

Conservative investment patterns dominate: 45% of savings in fixed deposits,
25% in gold, and only 15% in equity or mutual funds — closely mirroring
RBI (2023) national data and reflecting cultural risk aversion.

An action—knowledge gap is evident: 58% reported understanding diversification,
yet only 47% had equity or mutual fund holdings, and 41% regularly reviewed
portfolios. Financial literacy explains knowledge but does not automatically
produce action.

Social media functions as a double-edged moderator: strongly correlated with
literacy (r = 0.704) but weakly with behavior (r = 0.075), confirming pseudo-
literacy respondents absorb financial information from social media without
translating it into optimal decisions.

Income is the strongest demographic moderator: respondents earning above 1L
showed 2.5 times higher equity exposure and 25% higher literacy scores.
Urban location (Bengaluru) provided a 1.2-point literacy advantage over Tier-
2 respondents.

Gender confidence gaps persist. women scored 3.2 on investment confidence
versus 3.8 for men, consistent with Bapat and Mavaluri (2023), indicating
lower self-efficacy in investment decision-making independent of actual
knowledge levels.

Complexity perception is a major barrier: 51% found stock market investing "too
complicated,”" highlighting those psychological barriers, not just knowledge
gaps, constrain participation validating Prospect Theory's role in investment
avoidance.
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6. DISCUSSIONS

_ The. flndmg%s provide nuanced empirical suP%ort for behavioral finance theory
in the Indian context. The statistically significant but modest regression coefficierit
B = 0.125) implies that financial literacy 1s necessary but insufficient alone to drive
optimal investment behavior, This aligns with the’ Theory of Planned Behavior
E) zen, 1991), wherein intention shaped by literacy must be sugported by perceived
ehavioral control _([flntech access, incomme adequacy) and subjective norms (peer
behavior, family attitudes) to produce action.

_...The strong. literacy—social media correlation (r. = 0.704) is particularly
significant for India's fintéch era. It suggests that online financial content I(YouTu_be,
Instagram, Telegram channels) has become the primary vector of financial education
for urban youth, replacing traditional chanpels. However, the near-zero behavior
correlation”(r = 0.075) confirms that_this digital "literacy" iIs often superficial —
creating awareness of Investment vehicles without the conceptual depth needed for
disciplined, _long-term demsmn-makmg. This pseudo-literacy phenomenon is
consistent with Groww and Zerodha's (2024) observation of 30% higher churn rates

among social media-influenced investors.

The urban—rural and income _stratification findings reinforce the structural
nature of the literacy—behavior gap. The 1.2-point Bengaluru advantage over Tier-2
cities reflects differential access to financial products, professional networks, and
fintech infrastructure. The 2.5x equity exposure differential by income band
underscores that financial literacy aloné cannot overcome material constraints, —
policy interventions must address both . knowledge and income barriers
simultaneously. The gender confidence dISEaI’Ity (3.2 vs. 3.8), suggests that targeted
confidence-building programs, not merely knowledge dissemination, are required to
close the investment parficipation gap forwomen.
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7. RECOMMENDATIONS

7.1 For Fintech Platforms (Groww, Zerodha, Paytm Money)
Embed interactive SIP calculators and expense ratio explainers within
onboarding flows, targeting the 33% who cannot calculate SIP returns.

Deploy behavioral nudges (savings reminders, diversification alerts) for the 40%
non-investor segment.

Develop micro-learning modules (3-5 minutes) addressing specific gaps —
compound interest, expense ratios, and credit card cost assessment.

7.2 For SEBI and RBI
Mandate social media financial influencer disclaimers and SEBI registration,
given 51% of investment decisions are influenced by unregulated sources.

Scale RBI financial literacy campaigns in regional languages for Tier-2 and rural
demographics, targeting the 64.5 FlI-Index gap.

Develop a composite National Financial Literacy Index integrating financial,
digital, and behavioral dimensions.

7.3 For Corporates and Employers
Introduce salary-linked SIP enrollment programs for the 63% earning below
%50,000/month, leveraging employer infrastructure.

Conduct structured workplace financial literacy workshops, particularly for early-
career employees (18-25 cohort).

7.4 For Educational Institutions
Integrate OECD-aligned financial literacy curricula into MBA and undergraduate
programs, covering SIP mechanics, behavioral biases, and portfolio theory.

Design gender-specific confidence-building programs addressing the investment
self-efficacy gap among women students.

249
@2026, Volume — 9, Issue — 4 | www.irjweb.com| IRJEdT — April - 2026




NG

IRJEAT

International Research Journal of Education and Technology
Peer Reviewed Journal
ISSN 2581-7795

8. LIMITATIONS AND FUTURE RESEARCH

8.1 Limitations

This studx acknowledges several methodological constraints. The youth bias
%89% aged 18-25) and urban concentration (65% en%aluru) limit generalizabilit
0 older cohorts and rural populations. With n = 100, subgroup™ analyses lac
statistical power, and the cross-sectional design precludes causal inference. Self-
reported Likert data are susceptible to social desirability bias, and the moderate
Cronbach's Alpha (0.648) indicates scope for scale refinement. Financial literacy
icoresI dreflect self-asseSsed confidence, which may overestimate objective
nowledge.

8.2 Future Research Directions

Longitudinal randomized controlled trials testing fintech-embedded literacy
interventions (SIP calculators, behavioral bias training) over 12—-24 months to
establish causality and measure ROI.

Nationally representative studies targeting underserved segments: rural
agricultural workers, gig economy participants (50M+), SC/ST communities,
and respondents above 50 years.

Lab-based behavioral experiments with simulated trading environments to
measure real-time loss aversion and overconfidence under market volatility.

Investigation of emerging asset class literacy (cryptocurrency, ESG funds,
fractional shares) amid 2026 RBI regulatory evolution and 15 crore demat
account proliferation.

Structural Equation Modeling to test confidence and social capital as mediators in
the literacy—behavior pathway, and Process Macro moderation analysis for
Income—gender interaction effects.
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9. CONCLUSIONS

This study provides r| orous empirical evidence that financial Ilteracy

positively and significantl uences mvestment behavior among %/oung Ind |an
urban professionals. The s atlstlca y signi 1cant regression = 0.007
and correlation (r = 0.201) findings con; |rm the fotindationa hypotheS|s while the

modest R? (4%) signals the mult| actorla nature of Investment’ decision-making in
India's complex socioeconomic landscape. HIIqP literacy respondents demonstrated
markedly superior investment practlces 2% adoption, 28% equity allocation —
compared to low-literacy peers (15%, 9%), valldatlng 'the "policy "imperative of
financial education investment.

Critically, this study advances theory by documenting three India-specific
phenomena; (1) a persistent action—knowledge gap where understanding does not
automatically translate to behavior, (2) social media pseudo-literacy that inflates
awareness without building decision-making capacity; and (3) structural barrlers
Income, urban location, gender that moderate Ilterac¥s behawora | effects. T.ogether,
these findjngs call for a multi-stakeholder response: fintech platforms. must |n rate
contextual education; SEBI and RBI must regulate misinformation and scae
regional campaigns; corporates must enable_ salary-linked investment access; and
Institutions must embed behavioral financial literacy in curricula.

India's 40% non- mvestor segbment primarily early-career, urban youth
represents an enormous latent mvest le cohort. Unfocking this potential through
targeted, evidence-based financial literacy interventions could accelerate mutual
fund penetration beyond the current 9.5%, contribute meaningfully to India's 35
trillion economy goal, and fulfil the promise of financial democratization in the
world's most popufous nation.
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