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ABSTRACT: 

In the current dynamic financial landscape, well-informed investment choices are critical to personal 

financial health and economic development. This research examines the influence of financial literacy on 

investment behavior and decision-making among individuals. Financial literacy, including understanding 

financial principles, risk management, and budgeting, is instrumental in determining investor confidence 

and approach. The study examines how different levels of financial awareness shape investment choices, 

risk tolerance, and diversification of portfolios. Employing both primary and secondary data sources, the 

study examines the relationship between levels of financial literacy and good investment behavior among 

various demographic categories. The research findings identify that people with high financial literacy 

engage in more prudent and goal-driven investment choices, leading to enhanced financial security. The 

paper highlights the importance of better financial education schemes to enable people to engage more 

actively and responsibly in the financial markets. 

 

INTRODUCTION: 

Financial literacy is an important ability that helps individuals make smart and effective investment 

choices. It involves understanding financial principles like saving, budgeting, risk analysis, and market 

behavior. As investments become more varied and widespread, the capacity to analyze choices and spend 

money carefully becomes crucial. This research analyzes the effect of financial literacy on investment 

styles, seeking to recognize how financial awareness and knowledge affect personal decisions, risk-taking 

capacities, and long-run financial planning. 
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OBJECTIVES: 

This research seeks to learn about the extent to which financial literacy plays a role in driving personal 

investment choices. It seeks to find out if people with a higher degree of financial knowledge make better 

and more strategic investment decisions. The research further investigates the impact of demographic 

factors on financial knowledge and the consequent influence on investment behavior. It also investigates 

the degree to which financial literacy programmes affect risk tolerance and decision-making. The long-

term aim is to emphasize the need for financial literacy as an indispensable instrument for personal 

financial growth and stability. 
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RESEARCH METHODOLOGY: 

A quantitative research design was employed in this study to analyze the effect of financial literacy on 

investment choices. Primary data was gathered through a structured questionnaire administered among 

individual investors with varying age groups, education levels, and income groups by employing 

convenience sampling. The questionnaire aimed at gauging the financial knowledge, investment behavior, 

and decision patterns of the participants. Secondary data were also scrutinized from finance journals and 

reports. Analyzing the data involved the use of statistical methods like correlation and regression to 

establish the relationship between financial literacy levels and investment performance. 

 

HYPOTHESIS 

Hypothesis Statement 1: 

H1: People with better financial literacy levels tend to make better and strategic investment choices. 

H0: Financial literacy levels have no effect on the quality of the investment choices. 

Hypothesis Statement 2: 

H1: Financial education positively affects the investor's risk management and asset allocation techniques. 

H0: Financial education has no effect on the investor's risk and asset allocation behavior. 

Testing of the first hypothesis implies that there is a positive relationship between financial literacy and 

good investment decisions. People with better knowledge about financial aspects proved to be more 

confident, more diversified in portfolios, and with better long-term goal orientation. The second 

hypothesis also implied that there was a significant correlation between financial education and better risk 

management, implying that well-informed investors can deal better with volatility in the market. 

 

LIMITATIONS: 

The research is limited by the fact that convenience sampling was used, which might not reflect the full 

range of investor behavior in various regions and economic statuses. Self-reported information can also 

be biased since participants may overestimate their financial literacy or underreport risky behavior. 

External factors like market conditions during the time of the survey could also have affected the 

responses. 

 

FINGINGS: 

• People with better financial literacy are likely to make effective and goal-oriented investment choices. 

• Financially knowledgeable investors diversify their portfolios well and handle risks with increased 

confidence. 

• The research identified a high positive relationship between financial education and better investment 

behavior. 

• Players with good financial knowledge showed lesser dependency on guesswork and more on logical 

reasoning. 

• There is a significant gap in financial literacy between the youth and those from less affluent segments, 

reflecting unequal access to financial education. 

 

SUGGESTIONS: 

• Incorporate financial education into school and college curricula to develop strong foundational 

knowledge from a young age. 
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• Conduct regular workshops and awareness programs by financial institutions and government 

agencies to enhance financial literacy among adults. 

• Utilize digital platforms to offer easy and low-cost access to financial education, particularly for rural 

and underserved populations. 

• Urge employers to provide financial wellness programs for their employees to foster improved 

financial decision-making. 

• Encourage inclusive policies that enable marginalized groups to gain access to financial education and 

investment opportunities. 

 

CONCLUSION: 

This research verifies that financial literacy is a main determinant of good investment decision-making. 

Financially savvy investors make more logical, strategic, and goal-directed decisions. They are more 

capable of managing financial risks, being responsive to changes in the market, and planning for long-

term financial security. The study highlights the imperative to improve financial literacy across all 

segments of society to empower people to manage their own financial futures. Improving financial 

education will not only benefit individuals but also help to stabilize and grow the overall economy. 
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