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ABSTRACT
Investment behavior of retail investors by looking at the factors that influence their financial choices. It aims to

understand investor preferences, risk tolerance, investment patterns, and how demographic and psychological factors shape their
decisions. Using descriptive research design and non-probability sampling methods, the researchers collected primary data
through structured questionnaires from individual investors. Researchers collected primary data through structured questionnaires
and secondary data from financial reports, regulatory publications, and previous research. The Findings show clear patterns in
how retail investors make decisions. These patterns include them preferences for traditional versus modern financial tools, the
impact of biases like herd mentality and overconfidence, and the increasing role of digital platforms in investment activities. The
study offers useful insights for financial institutions, policy makers, and advisors. Understanding retail investor behavior can help
them create strategies, products, and education programs that address the changing needs of investors and encourage more
participation in the market.

KEYWORDS

Retail Investor Behaviour, Financial Literacy, Investment Decision-Making, Behavioural
Biases, and Digital Investment Platforms.

I. INTRODUCTION

The main empirical findings all converge at a widespread low level of financial literacy. Beyond the level of individuals’
knowledge of financial concepts, several authors show that financial literacy is effectively related to different aspects of financial
behaviour. Higher financial literacy and awareness significantly empower retail investors to make informed, rational decisions,
leading to improved portfolio diversification, higher risk-adjusted returns, and a greater preference for long-term investments.
Increased knowledge reduces reliance on hearsay, lowers transaction costs, and mitigates behavioural biases, resulting in better
financial outcomes and reduced exposure to fraud. Literate investors are more likely to diversify their portfolios across various
asset classes rather than holding concentrated, risky positions. Higher literacy fosters a preference for long-term, wealth-building
strategies like SIPs (Systematic Investment Plans) and retirement planning, over speculative short-term trading.

Il. OBJECTIVES OF THE STUDY
» The main goal of retail investors is usually to grow and protect their wealth over time. They do this by making smart

investments in financial tools like stocks, mutual funds, fixed deposits, and other assets linked to the market.

» Secondary objectives that guide their investment choices include minimizing risk, ensuring liquidity, taking advantage
of tax savings, and diversifying the portfolio to balance returns with safety.

» Many retail investors also want to beat inflation, explore new investment opportunities, or generate passive income
through dividends or interest. These objectives depend on the individual’s income level, age, risk tolerance, and financial

understanding.
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I11. SCOPE OF THE STUDY

Geographic coverage is limited to selecting cities or regions based on data collection. Investors from various age groups,
occupations, and income levels. Behavioral aspects like decision-making patterns, risk tolerance, and investment motives.
Analysis based on primary data from surveys and interviews, along with secondary data from reports and market studies. Services
and tools. The study includes a diverse group of investors of different ages, genders, income levels, occupations, and financial
knowledge. It looks at various investment products such as stocks, mutual funds, IPOs, Systematic Investment Plans (SIPs), and
other offerings. The analysis relies on both primary and secondary data and is limited to a specific geographic area or sample size
due to practical constraints.
1V. LIMITATION OF THE STUDY

Important limitation relates to financial literacy levels among retail investors. Many participants may have limited
understanding of financial concepts such as risk diversification, portfolio management, derivatives, and long-term wealth creation
strategies. This lack of financial literacy can influence their responses, as decisions may be based more on market rumours, peer
influence, or short-term speculation rather than informed analysis. Differences in educational background, investment experience,
and access to financial information also create variation in awareness levels. Furthermore, rapid changes in market conditions,
regulatory policies, and digital trading platforms may influence investor behaviour over time, making the study findings time
bound. Therefore, while the research provides useful insights, these limitations should be considered when interpreting the results
and drawing conclusions. data collection was restricted to selected locations, which limits broader regional representation and
may not capture variations in investor behaviour across different markets. Additionally, some respondents may provide biased or
socially desirable answers during surveys or interviews, affecting the authenticity and reliability of the data.

V. REVIEW OF LITERATURE:

A study published in the International Journal of Management (2025) examined the influence of mutual fund distributors
in establishing long-term relationships with investors through Systematic Investment Plans (SIPs). The research pointed out that
the rapid expansion of the Indian mutual fund sector is largely driven by improved financial awareness among investors and the
availability of structured investment options such as SIPs. Mutual fund distributors play a significant role in guiding investors,

building trust, and encouraging consistent long-term investment behavior.

Study published in the Journal of Finance (2024) explored the relationship between risk and return in stock market
investments. The study emphasized the importance of strategic investment planning and the use of various analytical tools,

including technical analysis, fundamental analysis, and sentiment analysis, to support effective stock investment decisions.

Research published in the Journal of Behavioural Finance (2023) focused on the impact of behavioural biases on
investment decision-making. The study explained that psychological factors and investor emotions often influence financial
decisions and market trends. It highlighted that behavioural finance provides insights into how cognitive biases affect investor

judgment and investment choices.

A study in the International Interdisciplinary Research Journal (2021) investigated portfolio management strategies for
retail investors focusing on Nifty Bank companies during the COVID-19 period. The findings indicated that effective portfolio
management helps investors reduce risk by diversifying their investments and making rational financial decisions.

Study published in a Peer-Reviewed Annual Journal (2019) analyzed the cash flow statement by comparing operating,
investing, and financing activities of firms. The study highlighted that cash flow statements serve as an important financial
analysis tool to evaluate the financial health of organizations, and since the financial year 2004-05, Indian companies are required

to include cash flow statements in their annual reports.
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V1. THEORETICAL FRAMEWORK

The investment behavior of retail investors is influenced by several factors that shape their financial decisions and
investment preferences. Demographic factors such as age, gender, education, income level, and occupation play an important role
in determining an individual’s risk tolerance, financial awareness, and investment choices. The decision-making process of
investors also affects how individuals select investment options based on their expectations, risk perception, and financial goals.
Market-driven and economic factors, including market performance, economic stability, and financial trends, significantly
influence the confidence and investment strategies of retail investors. Furthermore, interest rates and inflation directly impact
investment decisions by affecting the returns on financial instruments and the purchasing power of money. Therefore, the
combined effect of demographic factors, investor decision-making, relationships between variables, market and economic
conditions, banking sector influence, and macroeconomic indicators such as interest rates and inflation determines the overall

investment behavior of retail investors.

Independent Variable Dependent Variable

Demographic Factors

Investors Decision Making

Relationship Between Variables Investment

Behaviour of Retail

Market Driven & Economic Factors Investors

Public & Private Sector Banks

Interest Rates &Inflation

21

Figure.1: Conceptual Model
VI1l. RESEARCH DESIGN

The current study uses a descriptive research design to observe and detail the behaviour, preferences, and patterns of
retail investors. The main goal is to understand what decisions investors make, how they make them, and why they choose certain
investment options. This approach helps identify key factors that influence investment behaviour, such as risk appetite, financial
goals, market awareness, and demographic traits. By systematically analysing these behavioural patterns, the study aims to offer
insights that can be used to improve client services, tailor investment strategies, and better meet investor needs and expectations.
VIIl. RESEARCH ANALYSIS
The descriptive analysis of all categorical variables, as presented in the table below, highlights the major findings of the study.

Variable Category Frequency Percentage
Below 20 10z 8.3%
Age of Respondents 21-30 26 21.7%
31-40 49 40.8%
41-50 29 24.2%
Above 50 6 5.0%
Total 120 100%
Trading 21 17.5%
Investment Holds Investment 99 82.5%
Total 120 100%
Student 19 15.8%
Occupation of Employee 61 50.8%
Respondents Business Owner 23 19.2%
Retired 16 13.3%
Other 1 0.8%
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Total 120 100%
Annual Income of Below %5,00,000 25 20.8%
Respondents
Annual Income of %5,00,001 —%10,00,000 37 30.8%
Respondents
%10,00,001 — 41 34.2%
¥15,00,000
¥15,00,001 - 17 14.2%
%20,00,000
Total 120 100%
Less than 1 year 22 18.3%
1-3 years 22 18.3%
Leveéof Investment 3.5 years a7 39 2%
Xperience 5-10 years 2 18.3%
More than 10 years 7 5.8%
Total 120 100%

Tablel: Demographic Profile of Respondents

OPEN 8ACCESS

The results show that most respondents belong to the 31-40 age group, indicating active participation of middle-aged investors.

A large proportion prefers long-term investments over trading, showing a focus on stable wealth creation. Employees with regular

income form the largest group of investors, and most respondents fall under the middle-income category. Additionally, many

investors have 3-5 years of investment experience, suggesting moderate knowledge and growing participation in financial

markets.

1X. CHI-SQUARE TEST-INVESTMENT HOLDS AND LEVEL OF INVESTMENT EXPERIENCE

HYPOTHESIS

Null Hypothesis (Ho): There is no significant association between the type of investment holds, Trading vs. Investment, and the

level of investment experience of investors. 38

Alternative Hypothesis (Hi): There is a significant association between the type of investment holds (Trading vs. Investment)

and the level of investment experience of investors.

Level of Investment Experience

Less than 1 More than 10
lInvestment Holds year 1-3 vears [3-5 vears | 5-10 vears years Total
Trading 3 1 9 5 3 21
Investment 19 21 38 17 4 99
Total 22| 22 47 22 7 120

The Chi-Square test (%2 = 6.407, p=0.171) indicates that there is no statistically significant association between the type

of investment hold (Trading vs. Investment) and the level of investment experience, since p > 0.05. However, the Linear-by-

Linear Association (p = 0.050) suggests a weak trend: as experience increases, investors may show a slightly higher inclination

toward long-term investment over trading.
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Asymptotic Significance (2-
Value df sided)
Pearson Chi-Square 6.407 4 171
Likelihood Ratio 6.583 4 160
Linear-by-Linear
Association 3.854 1 050
N of Valid Cases 120

Table of Chi-Square Investment Experience
a. 4 cells (40.0%) have expected count less than 5. The minimum expected count is1.23.

The Chi-Square test indicates that there is no statistically significant relationship between the type of investment holds
(Trading vs. Investment) and the level of investment experience (p = 0.171 > 0.05). This suggests that investors’ choice between
trading and long-term investment is generally independent of their years of experience. However, the Linear-by-Linear
Association (p = 0.050) shows a marginal trend, implying that with increasing experience, investors may show a slight preference
for long-term investments over trading. Since 40% of the cells had expected counts less than 5, the results should be interpreted
with caution.

X. MANAGERIAL IMPLICATIONS
1. Targeted Investor Education: Brokerage firms and financial institutions should provide educational programs and
webinars to improve financial literacy, especially for new investors with limited market experience.

2. Customized Investment Products: Since most investors belong to the middle-income group, firms should design
affordable and diversified investment products that match their risk tolerance and financial goals.

3. Technology-Driven Platforms: Investment companies should enhance user-friendly digital platforms and mobile

trading applications to support easy access, quick transactions, and better portfolio tracking.

4. Advisory and Support Services: Professional advisory services should be strengthened to guide investors in making

informed decisions, as many investors rely on expert recommendations.

5. Risk Awareness Programs: Firms should educate investors about risk management and portfolio diversification to

encourage responsible investment behaviour and long-term financial stability.

XI. CONCLUSION

The study examined the investment behaviour of retail investors and the factors influencing their investment decisions.
The findings indicate that most investors belong to the middle-age group and prefer long-term investment strategies for wealth
creation. Employees and middle-income individuals form most of the investor segment, reflecting the role of stable income in
investment participation. The study also reveals that many investors have moderate investment experience, highlighting the
importance of financial knowledge and market awareness. Overall, the results emphasize the growing importance of retail
investors in financial markets and the need for improved financial education, advisory services, and technology-driven investment
platforms to support informed investment decision.
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