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Abstract

Mutual funds have emerged as one of the most preferred investment avenues among retail investors due to their ability
to provide diversification, professional management, liquidity, and long-term wealth creation opportunities. Despite the
rapid growth of the mutual fund industry in India, investor awareness and financial literacy continue to influence
investment decisions significantly. The present study examines the level of awareness among investors regarding mutual
fund investments and identifies the factors influencing their investment behaviour. The research also evaluates investors'
understanding of risk, return, Systematic Investment Plans (SIPs), Net Asset Value (NAV), taxation benefits, and fund
selection criteria.

The study is based on primary and secondary data. Primary data were collected through a structured questionnaire
administered to mutual fund investors, while secondary information was gathered from books, research journals, annual
reports, and publications issued by financial institutions and regulatory bodies. Descriptive statistical techniques were
employed to analyse investor responses and interpret investment patterns.

The findings indicate that investor awareness has improved considerably due to technological advancements, digital
investment platforms, and financial literacy initiatives. However, several investors continue to possess only basic
knowledge regarding mutual fund products and remain dependent on financial advisors or recommendations from
friends and family while making investment decisions. Risk perception, expected return, convenience, tax benefits, and
investment objectives emerged as the primary determinants influencing investment choices. Younger and educated
investors demonstrated relatively higher awareness levels compared with other demographic groups.

The study concludes that enhancing financial literacy through investor education programmes, digital awareness
campaigns, and simplified investment information can significantly improve investor confidence and participation in
mutual fund investments. The findings may assist policymakers, asset management companies, financial advisors, and
researchers in understanding investor behaviour and designing strategies that promote informed investment decisions
and strengthen financial inclusion.
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1. Introduction

The Indian financial market has experienced remarkable growth during the past two decades, driven by economic
liberalisation, technological innovation, increasing disposable income, and greater financial inclusion. These
developments have transformed investment behaviour by providing individuals with a wide range of investment
opportunities. Among the available financial instruments, mutual funds have gained substantial popularity because they
offer professional fund management, diversification of investments, liquidity, transparency, and accessibility even for
small investors.

Traditionally, Indian households preferred investing in physical assets such as gold and real estate or low-risk financial
products such as bank deposits and government savings schemes. Although these investment avenues continue to remain
popular, the emergence of mutual funds has provided investors with an attractive alternative capable of generating
comparatively higher long-term returns while maintaining diversified portfolios. The introduction of Systematic
Investment Plans (SIPs), digital investment platforms, and simplified online investment processes has further accelerated
investor participation in mutual funds.

Mutual funds pool financial resources from numerous investors and invest the collected funds in diversified portfolios
comprising equities, debt securities, money market instruments, or hybrid combinations of these assets. The investment
decisions are managed by experienced fund managers possessing specialised knowledge of financial markets.
Consequently, investors receive the benefits of professional portfolio management without requiring extensive expertise
in security analysis.

Investor awareness plays a fundamental role in determining the growth and sustainability of the mutual fund industry.
Financially literate investors possess greater ability to evaluate investment alternatives, understand risk-return
relationships, compare available schemes, and make informed financial decisions aligned with their investment
objectives. Conversely, inadequate awareness often leads investors to rely heavily on informal advice, misconceptions,
emotional decision-making, or short-term market fluctuations.

In recent years, organisations such as the Securities and Exchange Board of India (SEBI), the Association of Mutual
Funds in India (AMFTI), banks, and asset management companies have undertaken several initiatives to improve investor
awareness through financial education campaigns, investor workshops, digital platforms, webinars, and social media
communication. These initiatives have contributed to increasing participation in mutual fund investments across both
urban and semi-urban regions.

The COVID-19 pandemic further accelerated the adoption of digital financial services and encouraged individuals to
focus on long-term financial planning. As a result, awareness regarding mutual fund investments, particularly SIPs and
equity-oriented investment plans, has increased considerably among young investors. Nevertheless, several challenges
continue to exist, including limited financial literacy, misconceptions regarding investment risks, inadequate
understanding of mutual fund categories, and dependence on intermediaries while making investment decisions.

Understanding investor awareness is therefore essential for policymakers, financial institutions, researchers, and asset
management companies. Higher awareness contributes to better investment decisions, efficient capital allocation,
increased household participation in financial markets, and overall economic development. Furthermore, identifying
factors influencing investor behaviour assists financial institutions in designing products and educational programmes
that effectively address investor needs.

The present research aims to analyse the awareness level of mutual fund investors, examine factors influencing
investment decisions, evaluate investor perceptions regarding risk and return, and identify opportunities for improving
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financial literacy. The study also explores the role of technological advancements and digital investment platforms in
promoting mutual fund awareness among retail investors.

2. Statement of the Problem

Although the Indian mutual fund industry has recorded significant growth in assets under management and investor
participation over recent years, many retail investors continue to possess inadequate knowledge regarding mutual fund
products, investment risks, portfolio diversification, and long-term wealth creation strategies. Limited financial literacy
often results in poor investment decisions, lower participation, and unrealistic return expectations.

Many investors continue to depend on financial advisors, relatives, or social media recommendations instead of
conducting independent investment analysis. Misconceptions regarding market volatility, taxation, fund performance,
and investment risk further discourage potential investors from participating in mutual fund investments.

Therefore, it is necessary to evaluate the current level of investor awareness, identify factors influencing investment
behaviour, and recommend strategies that enhance financial literacy and encourage informed investment decisions.

3. Objectives of the Study
The major objectives of the research are:

To examine the level of investor awareness regarding mutual funds.

To identify factors influencing investment decisions.

To analyse investor perception towards risk and return.

To evaluate awareness regarding Systematic Investment Plans (SIPs).

To assess the influence of demographic characteristics on investor awareness.
To identify major sources of investment information.

A e

To suggest measures for improving investor education and financial literacy.

4. Scope of the Study

The study focuses on analysing awareness and investment behaviour of mutual fund investors. It examines investor
knowledge regarding different mutual fund schemes, investment objectives, risk perception, expected returns, taxation
benefits, SIP investments, and financial planning. The study provides useful insights for financial institutions,
policymakers, researchers, investment advisors, and prospective investors interested in understanding investor behaviour
within the Indian mutual fund industry.

5. Significance of the Study

The significance of this research lies in its ability to explain how investor awareness affects mutual fund investment
decisions. The findings help identify gaps in financial literacy and provide recommendations for improving investor
education. The study also contributes to existing academic literature by examining contemporary investment behaviour
influenced by digital financial services, technological innovations, and changing investor preferences.

The outcomes of the research are expected to support mutual fund companies in designing effective awareness
programmes, assist regulators in promoting financial inclusion, and enable investors to make informed investment
decisions that contribute to long-term wealth creation.
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6. Review of Literature

Introduction

A review of literature provides the theoretical foundation for any research study by examining previous work carried
out by researchers in the relevant field. It helps identify existing knowledge, research gaps, methodological approaches,
and emerging trends. In the context of mutual fund investments, numerous studies have explored investor awareness,
financial literacy, investment behaviour, risk perception, demographic influences, and technological advancements.
These studies collectively suggest that investor awareness significantly influences investment decisions and long-term
participation in mutual fund schemes.

The following review summarizes major research studies conducted on mutual fund investor awareness.
Agarwal and Jain (2013)

Agarwal and Jain examined investor awareness and perception towards mutual fund investments in India. Their study
found that investors generally preferred mutual funds because of professional management, diversification, and
comparatively lower investment risk. However, many respondents lacked detailed knowledge regarding different
categories of mutual funds and associated investment risks. The researchers emphasized the importance of investor
education programmes to improve financial literacy.

Key Findings
o Investors considered mutual funds safer than direct equity investments.
o Financial literacy significantly influenced investment participation.
o Awareness programmes increased investor confidence.

Singh (2014)

Singh investigated factors affecting investment decisions among retail investors. The research concluded that expected
return, perceived risk, tax benefits, and liquidity were the major determinants influencing mutual fund investments.
Financial advisors also played a significant role in shaping investor decisions.

Key Findings

o Higher awareness resulted in greater investment participation.
o Tax-saving mutual fund schemes attracted a large number of investors.
o Professional financial advice positively influenced investment behaviour.

Kumar and Raju (2015)

Kumar and Raju analysed investor behaviour in urban areas and observed that while most investors understood basic
mutual fund concepts, they lacked adequate knowledge regarding Net Asset Value (NAV), portfolio diversification,
expense ratios, and risk classification.

Key Findings

o Education level positively influenced investor awareness.
o Higher-income groups demonstrated better financial knowledge.
o Investor education programmes improved awareness considerably.

Sharma (2016)

Sharma studied mutual fund awareness among retail investors and found that financial literacy directly enhanced
investor confidence. Investors with greater awareness preferred diversified investment portfolios and demonstrated
better understanding of long-term investment strategies.
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Key Findings

o Awareness positively affected investment decisions.
. Financial education improved confidence.
. Risk understanding remained limited among many investors.

Gupta and Mehta (2017)

Gupta and Mehta investigated demographic influences on investor awareness. Their study established that education,
age, occupation, and income significantly influenced awareness levels.

Key Findings

o Younger investors showed greater awareness.

. Salaried employees preferred SIP investments.

o Education was the strongest predictor of awareness.
Patel (2018)

Patel evaluated the effectiveness of awareness programmes conducted by financial institutions and regulatory authorities.
The research found that continuous investor education significantly improved financial literacy and encouraged
disciplined investing.

Key Findings

o Awareness campaigns increased investor participation.
o Digital communication improved financial education.
o Long-term investment behaviour improved after educational programmes.

Verma and Gupta (2019)

Verma and Gupta examined investor perception towards mutual fund performance and observed that many investors
relied heavily on recommendations from friends, relatives, or financial advisors instead of analysing fund performance
independently.

Key Findings

o Investor awareness remained moderate.
o Personal recommendations strongly influenced investment decisions.
o Transparency improved investor confidence.

Rao and Reddy (2020)

The researchers studied the relationship between financial literacy and mutual fund investment behaviour. Their findings
confirmed that financially literate investors were more capable of evaluating investment alternatives and constructing
diversified portfolios.

Key Findings
o Financial literacy reduced investment-related fears.
o Investors with greater awareness made informed decisions.
o Portfolio diversification improved with knowledge.
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Mishra and Sahu (2021)

This study focused on investor awareness regarding Systematic Investment Plans (SIPs). The researchers found
increasing acceptance of SIPs due to affordability, convenience, and disciplined investment habits.

Key Findings
o SIP awareness increased substantially.
o Investors preferred long-term wealth creation.
o Digital platforms enhanced awareness.

Khan and Ali (2022)

Khan and Ali investigated the influence of digital technology on investor awareness. The study revealed that mobile
applications, fintech platforms, and online investment portals significantly simplified investment processes.

Key Findings

o Digital platforms improved investor knowledge.
o Young investors preferred online investment channels.
o Technology reduced barriers to investing.

Sharma and Gupta (2023)

This study examined mutual fund awareness after the COVID-19 pandemic. The researchers observed substantial growth
in investor participation because individuals increasingly focused on financial planning and wealth creation.

Key Findings
o Investor awareness improved significantly.
o SIP investments increased rapidly.
o Long-term financial planning became a major investment objective.

Critical Analysis of Literature

The review of previous studies demonstrates that investor awareness has consistently emerged as one of the strongest
determinants of mutual fund investment behaviour. Researchers generally agree that financial literacy positively
influences investment decisions by improving understanding of investment products, risks, expected returns, and
portfolio diversification.

Most studies indicate that education, income, occupation, age, and investment experience significantly affect awareness
levels. Younger and educated investors generally possess greater financial knowledge than older investors. Similarly,
digital transformation has improved accessibility to investment information and simplified investment procedures
through mobile applications and online platforms.

Despite increased awareness, several challenges continue to exist. Many investors remain dependent on financial
advisors and informal recommendations rather than conducting independent analysis. Misconceptions regarding market
volatility, taxation, and risk continue to discourage participation among first-time investors.

The literature therefore highlights the importance of continuous financial education programmes, transparent
communication by financial institutions, and investor-friendly digital platforms to improve financial literacy and
encourage long-term investment behaviour.
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7. Research Gap

Although previous studies have extensively examined investor awareness and mutual fund investment behaviour, several
research gaps remain.

Most earlier research primarily focused on metropolitan cities, leaving semi-urban and emerging markets comparatively
underexplored. Furthermore, rapid technological developments, increasing adoption of digital investment platforms,
artificial intelligence-based advisory services, and post-pandemic changes in investment behaviour have significantly
altered investor decision-making patterns.

Many studies analysed financial literacy independently without examining its interaction with demographic
characteristics, digital awareness, and investment experience. Moreover, limited research has evaluated how multiple
factors collectively influence mutual fund awareness among contemporary retail investors.

The present study attempts to bridge these gaps by examining investor awareness in the current financial environment
while considering financial literacy, demographic characteristics, technological adoption, investment objectives, and
behavioural factors simultaneously.

8. Conceptual Framework

The conceptual framework of the study assumes that investor awareness is influenced by several independent variables,
which collectively determine mutual fund investment behaviour.

Independent Variables
o Financial literacy
o Education
. Age
. Income
o Occupation
U Investment experience
o Risk perception
o Digital awareness
. Financial advisors
. Social media
1
Mediator
. Investor Awareness
!
Dependent Variable
o Mutual Fund Investment Decision

This framework explains that improved awareness enables investors to understand risk-return trade-offs, evaluate
investment alternatives, and make rational financial decisions.

9. Research Hypotheses
The study proposes the following hypotheses:
Ho:: Investor awareness has no significant relationship with mutual fund investment decisions.

Hu: Investor awareness has a significant positive relationship with mutual fund investment decisions.
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Ho2: Financial literacy does not significantly influence investor awareness.

Hi2: Financial literacy significantly improves investor awareness.

Hos: Demographic characteristics have no significant effect on mutual fund awareness.
His: Demographic characteristics significantly influence mutual fund awareness.

Ho4: Digital investment platforms do not influence investor awareness.

Ha4: Digital investment platforms significantly improve investor awareness.
Conclusion

This study concludes that investor awareness plays a vital role in mutual fund investment decisions. Financial literacy,
education, and digital platforms have significantly improved awareness among investors, although many still require
better knowledge of mutual fund schemes and associated risks. The findings show that informed investors are more
likely to make sound investment decisions and prefer long-term investment options such as SIPs. Therefore, continuous
investor education, transparent information, and effective awareness programmes are essential to enhance financial
literacy, increase mutual fund participation, and promote long-term wealth creation.
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