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Abstract

Investment behaviour plays a crucial role in determining the financial well-being of individuals and contributes
significantly to economic growth. Individual investors make investment decisions based on several factors such as risk
tolerance, expected returns, financial awareness, income level, market conditions, and personal financial goals. The
present study aims to analyse the investment behaviour of individual investors and identify the factors influencing
their investment decisions. The study examines the investment preferences of individuals towards different financial
instruments such as fixed deposits, mutual funds, equities, insurance, gold, and real estate.

The research focuses on understanding how demographic factors such as age, income, education, occupation, and
financial literacy affect investment choices. In recent years, increasing awareness about financial markets and
technological advancements have significantly influenced investment practices among individuals. However,
uncertainty in financial markets and lack of proper financial knowledge continue to affect investment decisions
negatively.

Keywords: Investment Behaviour, Individual Investors, Financial Literacy, Risk Perception, Investment Decision,
Financial Planning.

1. Introduction

Investment refers to the process of allocating money into various financial assets with the expectation of generating
future income or capital appreciation. In today’s rapidly changing economic environment, investment has become an
essential component of personal financial planning. Individuals seek investment opportunities to secure their future,
meet financial goals, and protect themselves against inflation and economic uncertainty.

Investment behaviour refers to the manner in which individuals make decisions regarding the allocation of financial
resources among different investment alternatives. Such behaviour is influenced by several internal and external
factors, including personal financial objectives, risk appetite, income level, educational background, age, market
knowledge, and psychological preferences.

Individual investors have access to numerous investment opportunities such as stocks, bonds, mutual funds, insurance
schemes, gold, fixed deposits, pension funds, and real estate. The selection of investment avenues depends upon the
investor's financial capability and perception of risk and return. While some investors prefer low-risk investments such
as bank deposits and insurance policies, others are willing to invest in higher-risk options such as equity shares and
mutual funds for potentially greater returns.

2. Review of Literature

The concept of investment behaviour has been extensively studied by researchers across different countries and
economic conditions. Previous studies reveal that investor behaviour is influenced by a combination of economic,
social, and psychological factors.

According to traditional financial theories, investors are rational decision-makers who aim to maximize wealth while
minimizing risks. However, behavioural finance theories suggest that investors often make irrational decisions
influenced by emotions, cognitive biases, and market sentiments.
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Studies conducted on investor behaviour indicate that age and income significantly influence investment choices.
Younger investors are generally more willing to take risks and invest in equity- based instruments, whereas older
investors prefer safer investments such as fixed deposits and insurance products.

Research has also highlighted the role of financial literacy in investment decision-making. Investors with greater
financial awareness are more likely to diversify their portfolios and adopt long-term investment strategies. Financial
literacy enables individuals to assess investment risks effectively and make informed decisions.

Another important factor identified in literature is risk perception. Investors with low risk tolerance tend to prioritize
capital safety over profitability, while high-risk investors prefer investments with higher return potential. Market
volatility and economic uncertainty often influence investor confidence and investment decisions.

3. Statement of the Problem

Investment decisions are important for achieving long-term financial stability and wealth creation. However, many
individual investors lack adequate knowledge about investment alternatives and financial planning. As a result, they
often face difficulties in selecting suitable investment options.

The presence of multiple investment avenues creates confusion among investors regarding risk, return, liquidity, and
safety. Market fluctuations, inflation, and uncertainty further complicate investment decisions. Many individuals
invest based on assumptions, social influence, or incomplete information rather than systematic financial analysis.

Lack of awareness and improper investment planning may result in financial losses and poor wealth management.
Therefore, it becomes essential to study the investment behaviour of individual investors to understand their
preferences, influencing factors, and investment patterns.

This study seeks to address these concerns by analysing investor behaviour and identifying the key determinants that
influence investment decisions.

4. Objectives of the Study

The major objectives of the study are:

To analyse the investment behaviour of individual investors.
To identify the factors influencing investment decisions.

To examine investor preferences toward different investment avenues.

1

2

3

4. To study the relationship between risk tolerance and investment decisions.
5 To evaluate the impact of financial literacy on investment behaviour.

6

To provide suitable suggestions for improving investment awareness among investors.

5. Research Methodology

Research methodology forms the foundation of any systematic study. It provides a framework for collecting,
analysing, and interpreting data related to the research problem.

The present study adopts an analytical research design to examine investment behaviour among individual investors.
The study includes both primary and secondary data sources.

Primary data may be collected through structured questionnaires distributed among respondents to gather
information regarding investment preferences, risk tolerance, financial goals, and investment awareness.
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Secondary data can be collected from journals, books, newspapers, financial reports, websites, and published
research studies related to investment behaviour.

The study may involve respondents from different age groups, educational backgrounds, occupations, and income
levels to ensure diversity in responses. Sampling techniques can be adopted to select suitable participants for the
research.

The collected data is analysed using statistical tools and percentage analysis to understand investor preferences and
behavioural patterns. Graphical representations and tabular analysis may also be used to interpret findings effectively.

6. Data Analysis and Interpretation

The analysis of investment behaviour indicates that investors prefer different investment avenues based on their
financial needs and risk appetite. Most investors prioritize safety and stable returns while selecting investment
instruments.

Fixed deposits and insurance policies are preferred by risk-averse investors due to lower uncertainty and guaranteed
returns. On the other hand, mutual funds and equity investments are preferred by individuals seeking higher returns
and willing to accept greater risks.

Income level significantly influences investment decisions. Higher-income individuals are more likely to diversify
investments across multiple financial instruments, whereas lower-income investors generally prefer safer options.

Age is another important determinant of investment behaviour. Younger investors demonstrate greater interest in stock
markets and growth-oriented investments, while older investors prioritize security and capital preservation.

7. Findings of the Study

The major findings of the study are as follows:

. Safety and security are primary concerns among investors.

. Risk tolerance significantly affects investment preferences.

. Financial literacy improves investment decision-making.

. Younger investors prefer high-risk investment avenues.

. Older investors prefer low-risk and stable investments.

. Income level influences portfolio diversification.

. Market awareness increases investor confidence.

. Social influences and expert opinions affect investment behaviour.

8. Suggestions

Based on the findings, the following suggestions are recommended:

. Financial awareness programs should be conducted to educate investors.

. Investors should diversify portfolios to reduce investment risk.

. Proper financial planning should be encouraged.

. Individuals should assess risk tolerance before investing.

. Professional financial advice should be sought when necessary.

. Government and financial institutions should promote investment literacy programs.
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9. Conclusion

Investment behaviour is an important aspect of personal financial management and economic development. The
present study highlights that investment decisions are influenced by various factors such as age, income, financial
literacy, risk perception, and market conditions.

The research concludes that there is no single investment strategy suitable for all individuals, as investor behaviour
differs according to financial goals and socio-economic conditions. Financial awareness and proper planning play an
essential role in helping investors make better decisions and reduce financial risks.

Improving financial literacy and encouraging informed investment practices can contribute significantly to financial
stability and wealth creation among individuals. Therefore, investors should adopt systematic financial planning and
remain updated about investment opportunities to achieve long-term financial success.
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