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Abstract

India has one of the largest youth populations in the world and is witnessing a rapid transformation in
financial behaviour due to the growth of digital finance, fintech platforms, social media influence, and
emerging investment technologies. This paper examines how behavioural economic biases explain the
financial behaviour of Indian youth in the context of spending, investing, and digital financial
participation. The study argues that biases such as overconfidence, herd behaviour, present bias, loss
aversion, and anchoring significantly shape the financial decision-making of young Indians. The paper
first explores global shifts in youth financial behaviour before applying behavioural economics as a
conceptual framework for understanding these changes. It then analyses the Indian context through a
behavioural lens, focusing on digital payment systems such as UPI, the growing influence of fin-
influencers, and the increasing popularity of investment tools such as ETFs and SIPs. The findings suggest
that while digital finance has democratised financial participation and access to investment, it has also
intensified behavioural biases and impulsive decision-making. The paper concludes that improving digital
and financial literacy is essential to ensure sustainable and informed financial behaviour among Indian
youth.
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Introduction

India has the largest youth population in the world, with about 65% of its people under the age of 35 (PIB,
2025). The youth play a vital role in the economy today and make up a large proportion of the consumer
market. Youth financial behaviour is considered multi-dimensional due to the rise of digital technologies,
fintech platforms like Paytm, Google Pay, and Robinhood, the equity market, mutual funds, and digital
assets such as cryptocurrencies. These platforms have opened many avenues for spending, investing, and
the online movement of money, reducing physical interaction with cash while also exponentially
increasing possibilities.

However, in the ever-evolving financial and technological markets, it is vital to consider that behavioural
biases heavily drive youth spending. These phenomena belong to the field of behavioural economics.
While the traditional model of economics is based on the principle of rationality and the assumption that
consumers and investors are unaffected by emotions and feelings (The Chicago School, 2021), youth
financial behaviours may be heavily influenced by external factors. Although numerous studies have
examined youth financial behaviour, few have analysed it through the lens of behavioural economics and
biases. Against this backdrop, this study aims to answer this research question: How do behavioural
economic biases explain the financial behaviour of Indian youth in the context of digital finance,
financial influencers, and emerging financial innovations?
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This research paper argues that the financial behaviour of Indian youth is significantly shaped by
behavioural biases such as overconfidence, herd behaviour, present bias, anchoring, and loss aversion, and
that the growing influence of fintech platforms, social media, and digital financial accessibility intensifies
these biases.

The Changing Financial Behaviour of Youth Globally

Youth investment choices have changed significantly over the past decade. In previous generations,
individuals typically began investing later in life, often during their mid-30s. Today, however, it is
increasingly common to see teenagers and young adults actively participating in financial markets.
Advancements in technology and reduced barriers to entry have created new opportunities for young
people to invest at their own pace while aligning their financial decisions with their personal values and
interests.

Digital investment platforms such as Groww, Robinhood, Stripe, and Zerodha have made investing more
accessible than ever before. These platforms offer features such as fractional-share trading and often
charge low or zero trading fees, allowing new investors to participate in financial markets at relatively low
cost (Dhanda and Purohit, 2025). Additionally, the rise of cryptocurrencies has further expanded
investment opportunities. Cryptocurrencies such as Bitcoin enable decentralised peer-to-peer transactions
across global markets, making investing and trading appear more accessible and appealing to younger
audiences.

As a result, young people today are generally more willing to take financial risks and participate in stock
markets at higher rates than previous generations. This marks a major departure from traditional youth
financial behaviour, where earlier generations tended to prioritise savings and lower-risk investments due
to limited exposure to financial markets and digital financial systems (Farmer, 2025).

Reports from the World Bank note that digital channels have significantly expanded access to financial
services by enhancing financial inclusion and enabling more frequent and convenient use of financial
tools. However, this same technological shift has also introduced behavioural risks by reducing transaction
frictions and encouraging rapid, impulsive financial decisions. These dynamics are further intensified by
the rise of “fin-influencers” on social media. Financial influencers, whose content has demonstrated a
VAF of 71.53%, substantially increase investor engagement while simultaneously reinforcing cognitive
biases (Warkar and Durai, 2025).

Studies indicate that approximately 50% of Gen Z investors have made at least one investment decision
driven purely by fear of missing out (FOMO), acting aggressively on opportunities promoted online
without deeper evaluation (Waltz, 2025). In contrast, older generations tend to exhibit lower risk tolerance
and stronger financial discipline, partly because of greater exposure to structured financial guidance and
management tools.

Altogether, technological innovation, behavioural tendencies, and social media influences have
democratised financial participation globally. More people than ever before can now save, spend, and
invest in ways that were previously inaccessible. However, this increased accessibility has also reshaped
young people’s attitudes toward risk and investment, creating behavioural patterns that frequently extend
beyond purely rational decision-making. Consequently, understanding youth financial behaviour today
requires deeper psychological and behavioural analysis.
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Behavioural Economics as a Framework for Understanding Youth Financial Behaviour

Traditional economic theory is founded on the assumption that individuals make rational choices that
maximise their self-interest and economic well-being (The Chicago School, 2021). Methodologically, it
relies heavily on mathematical models and quantitative analysis to explain economic behaviour.
Behavioural economics challenges these assumptions by integrating psychological insight into economic
theory. It recognises that cognitive biases, emotions, heuristics, and social influences frequently shape
financial decision-making. As a result, behavioural economics provides a more realistic explanation of
human behaviour than traditional economic models alone. Methodologically, it adopts an interdisciplinary
approach by incorporating insights from psychology, sociology, and neuroscience to understand how
individuals make decisions in real-world contexts (Brown, 2024).

Behavioural economics is built upon decades of research into cognitive biases and decision-making
processes. Several behavioural biases are particularly relevant when analysing youth financial behaviour:
Loss Aversion: Loss aversion refers to the tendency for individuals to experience the pain of losses more
strongly than the pleasure of equivalent gains. Kahneman and Tversky introduced this concept through
Prospect Theory, demonstrating that losing $100 psychologically feels more significant than gaining $100.
Present Bias: David Laibson introduced the concept of present bias, which refers to the tendency to
prioritise immediate gratification over larger long-term rewards. For example, many individuals would
prefer to receive £1,000 immediately rather than wait an extra week for £1,100.

Mental Accounting: Richard Thaler’s concept of mental accounting explains how individuals treat
money differently depending on how it is categorised or labelled. Instead of viewing money as entirely
fungible, individuals mentally separate it into different “accounts,” often leading to irrational spending
behaviour.

Herd Behaviour: Herd behaviour refers to the tendency of individuals to imitate others' actions,
particularly in uncertain situations (Kayal, 2024). In financial contexts, if peers or family members invest
in specific stocks or markets, individuals may feel compelled to follow similar decisions without
independent evaluation.

Anchoring Bias: Anchoring bias is the tendency to rely heavily on the first piece of information presented
in a decision (Kayal, 2024). In financial settings, initial price points or valuations often influence
subsequent decisions.

Overconfidence Bias: Overconfidence occurs when individuals excessively overestimate their
knowledge, judgment, or ability to predict outcomes. Investors who believe they “understand” a stock or
market exceptionally well may underestimate risks and ignore broader market uncertainties.

These behavioural biases provide a strong framework for explaining the changing financial behaviour of
youth globally. The growing dependence on digital banking systems, mobile wallets, and Buy-Now-Pay-
Later schemes has made financial consumption easier and faster than ever before. However, this
convenience often encourages young individuals to prioritise short-term gratification over long-term
financial planning, thereby strengthening present bias.

Additionally, studies such as ICFAI University’s “Teenager Socialisation and Factors Affecting Purchase
Decisions of Teenagers” (Mehrotra, 2022) demonstrate that online narratives, digital communities, and
financial influencers increasingly shape young investors' purchase decisions. Investment ideas spread
rapidly across social media platforms, often transforming into trends that encourage individuals to
participate without conducting independent research. This intensifies herd behaviour.
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Similarly, the abundance of online information and easy access to financial markets can intensify
overconfidence bias among young investors. Constant exposure to financial content, investment advice,
and market trends may lead individuals to believe that they can consistently outperform the market or
accurately predict price movements despite the inherently unpredictable nature of financial systems
(Espeute and Preece, 2024). This aligns with a study by Lin et al. (2022), which found that younger
investors and male respondents were more likely to believe they would outperform the stock market. Such
overconfidence can result in excessive trading, disproportionate risk-taking, and the neglect of potential
warning signs or market uncertainties.

Behavioural economics, therefore, provides a necessary framework for understanding why young people
behave as they do financially. It recognises that human decision-making is strongly shaped by context,
emotions, and cognitive distortions rather than pure rationality. Behaviour varies across time and space
and is heavily influenced by psychological tendencies and social pressures (Samson, 2014). Through this
lens, behavioural economics helps explain anomalies in financial behaviour that traditional economic
theories struggle to account for. This framework can now be applied to the Indian context.

Case Study: Indian Youth Financial Behaviour

India is a rapidly developing economy with a large youth population, approximately 65% of whom are
under 35 (PIB, 2025). Indian youth represent a particularly significant consumer segment, and India’s
increasing urbanisation and deep technological penetration have significantly transformed youth financial
behaviour. Young Indians are now exposed to financial decision-making at increasingly early ages, often
without structured financial education. At the same time, the Indian economy is witnessing a broader
transition from accumulation-oriented financial behaviour toward consumption-driven lifestyles, making
Indian youth an important demographic to analyse through the lens of behavioural economics.

With regard to spending behaviours, it is first vital to note that India is a largely collectivist society, where
social surroundings strongly influence individual behaviour. Social media exposure, Instagram trends,
peer validation, and the growing influence of Western consumer culture have amplified these effects. For
instance, according to Moj’s report “Getting Young India Right,” short-form videos and social media
heavily influence purchase decisions for approximately 60% of young Indians. Additionally, 65% of
young consumers are influenced by trends among school and college friends, indicating a clear departure
from purely rational decision-making (Economic Times, 2023). In addition, the country's culture
significantly affects spending patterns among young consumers. For example, the Indian retail market
recorded transactions worth INR 3.75 lakh crore during the 2023 Diwali season (PWC India, 2025). Such
culturally embedded spending practices frequently override financial rationality and reinforce socially
driven consumption behaviour.

Alongside social and cultural influences, the rise of digital financial systems such as UPI has dramatically
altered youth spending behaviour. Since its launch in 2016, UPI has transformed the ease and convenience
of digital transactions in India. Young consumers are encouraged to spend more not only by social
influences but also because digital platforms significantly reduce the psychological “pain of paying.” UPI
and mobile banking applications have simplified onboarding processes, reduced transaction costs, and
gamified financial experiences, making them particularly appealing to a digital-first generation (Makkar,
2025).

The rise of digital commerce, online sales, and credit-driven consumption has exposed Indian youth to
increasingly sophisticated marketing techniques without necessarily equipping them with the tools to
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evaluate financial decisions critically. As convenience accelerates consumption, it simultaneously
weakens self-control. Consequently, the consequences of behavioural biases have become increasingly
visible among young consumers (Maji and Prasad, 2024). For example, a study found that approximately
84.44% of students reported overspending, suggesting a disconnect between financial awareness and
actual financial behaviour (Khatri and Singh, 2023).

Beyond spending behaviour, investment behaviour among Indian youth has also undergone a significant
transformation. Generation Z investors in India are digitally aware, financially curious, and increasingly
focused on obtaining higher value and returns from their investments. Traditionally, Indian households
relied heavily on physical assets such as gold and real estate for savings. However, younger generations
increasingly view gold through digital investment formats rather than traditional ownership. The pursuit
of higher inflation-adjusted returns has encouraged many young Indians to allocate funds toward financial
markets.

Generation Z investors are more willing to invest in equities and emerging financial sectors due to the
accessibility provided by digital investment platforms. They value transparency, flexibility, and cost-
efficiency. Consequently, Exchange-Traded Funds (ETFs) have emerged as increasingly popular
investment tools among young Indians. ETFs provide diversification, lower expense ratios, liquidity, and
transparency, making portfolio management more accessible for inexperienced investors (Dubey, 2025).
Over the past decade, gold ETFs in India have reportedly delivered annualised returns of approximately
11.4%, with several major ETFs outperforming traditional gold jewellery investments in both convenience
and returns (Dubey, 2025).

Similarly, Systematic Investment Plans (SIPs) have become highly popular among Indian youth. SIPs
allow individuals to invest fixed amounts regularly into mutual funds, lowering the entry barrier for
investing and encouraging long-term wealth accumulation. Millions of new demat accounts have been
opened in India in recent years, while SIP investments have reached record levels. SIPs offer a structured
and relatively low-risk approach to investing, making them especially attractive for students and early-
career professionals (Relli, 2025a). Their simplicity, flexibility, and accessibility have transformed how
younger generations approach wealth creation.

However, despite this increasing investment participation, behavioural concerns remain highly relevant.
Research suggests that many young investors rely heavily on social media, peers, and mobile applications
for financial advice without fully understanding long-term risks or investment principles. One study found
that 41.3% of young individuals learned about investing through online platforms, followed by social
media (15.9%) and family or friends (14.3%) (Makkar, 2025). Digital media, therefore, plays a dominant
role in shaping financial awareness among Indian youth. This creates conditions in which herd behaviour
and overconfidence become increasingly influential. Young investors may follow trending investment
strategies or speculative market movements because they perceive widespread popularity as evidence of
credibility. In the Indian context, where collectivist values and group-oriented norms remain highly
influential, these digital trends intersect with cultural and social expectations to shape investment decisions
(Palak, Jaiswal and Shukla, 2024).

Consequently, behavioural economics provides an effective framework for understanding how Indian
youth navigate both spending and investment behaviour in an increasingly digital financial environment.

Conclusion
The financial behaviour of Indian youth has undergone substantial transformation due to technological
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advancement, digital financial accessibility, social media influence, and the emergence of new investment
opportunities. This paper aimed to analyse how behavioural economic biases explain the financial
behaviour of Indian youth in the context of digital finance, financial influencers, and emerging financial
innovations.

Globally, young people are increasingly exposed to financial systems and investment opportunities that
differ significantly from those experienced by previous generations. Digital investment platforms,
cryptocurrencies, mobile trading applications, and social media have reshaped both spending and
investment behaviour. At the same time, behavioural biases such as herd behaviour, present bias, loss
aversion, anchoring, and overconfidence have become increasingly influential in shaping financial
decisions.

From a behavioural economics perspective, these changes demonstrate that financial decision-making is
not purely rational. Instead, young consumers and investors are heavily influenced by psychological
tendencies, social validation, digital convenience, and emotional reactions to market trends.

In the Indian context, these behavioural patterns are intensified by the country’s collectivist culture, rapid
digitalisation, and widespread adoption of financial technologies such as UPI. Social media, peer
influence, family expectations, and digital influencers significantly shape spending and investment
decisions among Indian youth. On the spending front, digital payment systems and online consumption
platforms have increased convenience while simultaneously reducing financial self-control and
encouraging impulsive behaviour. Behavioural biases such as present bias and hyperbolic discounting are
therefore increasingly visible among young consumers. On the investment front, Indian youth are
increasingly turning to investment tools such as ETFs and SIPs for their accessibility, transparency, lower
entry barriers, and long-term wealth-creation potential. However, the growing reliance on online financial
advice and social media-driven investment culture also raises concerns regarding overconfidence, herd
mentality, and inadequate financial literacy.

Ultimately, this paper demonstrates that behavioural economics provides a highly relevant framework for
understanding the evolving financial behaviour of Indian youth. The findings suggest that while digital
finance has democratised access to financial participation and investment opportunities, it has
simultaneously intensified behavioural biases and impulsive decision-making. As Indian youth continue
to engage with emerging financial technologies and digital financial ecosystems, improving financial
literacy and digital literacy will become increasingly important. Long-term financial sustainability
requires not only access to financial tools but also the ability to critically evaluate risks, resist impulsive
behaviour, and make informed financial decisions in an increasingly digital and psychologically
influenced financial environment.
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