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Abstract

This paper investigates the connection between financial literacy and its influence on Saving and investment
choices. Financial literacy, which refers to the understanding and abilities to make well-informed financial
choices, is becoming more and more important in today’s intricate economic environment. By conducting a
comprehensive analysis of empirical studies and theoretical frameworks, this paper investigates the impact of
financial literacy on saving behaviors, investment decisions, and the accumulation of wealth. The research
suggests that individuals with higher financial literacy tend to save more, make better investment choices, and
experience improved financial well-being. However, there are still disparities in addressing the needs of different
demographic groups and adapting to new financial technologies. The following are the main points of Our
research:

This research examines the influence of financial literacy on personal savings and investment choices, analyzing
how understanding financial concepts like budgeting, interest rates,

risk diversification, and investment alternatives affects individuals' capacity to save efficiently and make
informed investment decisions. The study employs a mixed-methods approach, integrating quantitative data
obtained from surveys targeting diverse demographic groups with qualitative

insights derived from in-depth interviews to evaluate financial literacy levels and their relationship with savings
rates and investment decisions.

Initial findings indicate that individuals with higher financial literacy tend to save more, have a wider range of
investments, and feel more confident in making financial choices.

Introduction

In today’s economy individuals must navigate intricate financial decisions, including saving for retirement,
managing debt, and investing in diverse financial products. Low financial literacy is linked to poor financial
outcomes, such as inadequate savings and suboptimal investment choices.

Research Objective: To investigate the causal and correlational effects of financial literacy on savings and
investment behaviors, identifying key determinants and gaps in current knowledge.

Structure: The paper reviews theoretical frameworks, empirical evidence, methodology, findings, and policy
recommendations

Financial literacy, which refers to the capacity to comprehend and utilize financial principles like budgeting,
saving, investing, and debt management, is gaining recognition as a key factor influencing individual financial
well-being. In a time of intricate financial instruments, fluctuating markets, and increasing economic instability,
the ability to make well-informed financial choices is crucial for attaining personal savings objectives and
cultivating Long- term wealth through investments. Despite its significance, research suggests that financial

Literacy levels are alarmingly low across various populations, leading to insufficient savings, poor investment

© 2025, ISJEM (All Rights Reserved) | www.isjem.com | Pagel


mailto:Nidhi4mishra@gmail.com
mailto:pdubey@rpr.amity.edu

L2

Y ISJEM v International Scientific Journal of Engineering and Management (ISJEM) ISSN: 2583-6129
Volume: 04 Issue: 05 | May - 2025 DOI: 10.55041/ISJEM03933
% Z An International Scholarly || Multidisciplinary || Open Access || Indexing in all major Database & Metadata

decisions, and financial instability.

Additionally, the study examines how behavioral biases and the availability of financial tools influence
individuals’ choices regarding savings and Investments. Through a comprehensive mixed-methods approach,
combining quantitative surveys and qualitative interviews, this research contributes to the growing body of
literature on financial behavior and offers practical insights for policymakers, educators, and financial institutions
to design targeted interventions that promote financial literacy and foster economic resilience.

.Literature Review

Financial literacy, broadly defined as the knowledge and skills required to make informed financial decisions,
encompasses understanding concepts such as budgeting, interest rates, risk diversification, and investment options
(Lusardi & Mitchell, 2014). A robust body of literature underscores its critical role in shaping financial outcomes,
particularly in savings and investment behaviors.

Ines DIKAL , Igli TOLA2( 2024). This study explores the relationship between financial literacy and personal
savings and investment decisions among residents of Tirana, Albania. Utilizing a mixed-methods approach, the
research combines quantitative data from 500 survey respondents with qualitative insights from 20 follow-up
interviews. The survey assessed participants’ financial literacy levels and examined their savings and investment
behaviors, while the interviews provided deeper insights into their financial decision-making processes.

M. Maschendar goud,(2022). The study of investment or savings behavior examines how cognitive and
emotional factors influence an investor’s decision-making process and how they impact rationality. It explains the
conduct of the investors. This research also examined the factors that impact individuals’ choices to save and
invest. A survey was sent out to investors in various fields, and out of the 250 respondents, 250 individuals agreed
to take part in the study. The primary objective of the questionnaire is to investigate the savings habits and
investment choices of individuals employed in various professions.

Tui peiris, (2021). The results showed that having knowledge about finances has a direct and positive impact on
saving habits. Additionally, the mediation effect of intention was also found to be positively significant in the
relationship between the above variables. This suggests that understanding the financial system can lead to better
saving habits, and particularly it motivates individuals to save more.

Consequently, policymakers and financial institutions can contemplate improving financial literature among
individuals as a valuable approach when promoting savings, as it not only encourages savings behavior but also
the intention to save.

N hasanuh, rak putra, (2020). This research employed questionnaires distributed to 96 individuals as
participants. This research employed multiple regression analysis, utilizing spss ibm 22 to analyze the collected
data. The findings of the analysis indicated that financial literacy and financial attitude played a significant role in
shaping individual investment choices. At the same time, an individual's financial literacy and financial attitude
play a significant role in shaping their investment choices. This study has two consequences. Financial literacy is
the key factor on individual investment decisions, with the indicators are knowledge and financial concepts,
ability to communicate about financial concepts, talent in managing personal finances, skills in making the right
financial decisions, and confidence in effective financial planning for future needs.

Research Methodology
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This study employs a mixed-methods research design to investigate the impact of financial literacy on personal
savings and investment behaviors, combining quantitative and qualitative approaches to ensure a comprehensive
analysis..

Research Methodology

The research methodology employed a sequential explanatory mixed-methods approach, starting with a
guantitative phase to identify correlations and patterns, and then transitioning to a qualitative phase to gain a
deeper understanding of the underlying mechanisms. This design enables the triangulation of data, which
strengthens the validity and robustness of the findings.

Population and Sampling

The study focuses on adults aged 18-65 from various socioeconomic backgrounds in the country. To guarantee
representation from various income levels, educational backgrounds, genders, and age groups, a stratified random
sampling technique is utilized. The quantitative phase involves a sample of 100 participants, chosen to represent a
diverse range of demographics, in order to capture differences in financial literacy and behavior.

Data analysis process:

Tables, graphs, pie charts, and descriptive statistical tools are utilized to analyze the data gathered from the
guestionnaire, journals, articles, and studies papers.

> MONTHLY INCOME
OPTIONS NO OF RESPONSE
No income 46
20000 -50000 22
Below 20000 14
Above 10000 10
50000 - 100000 8

Month income

101 responses

@ Noincome

@ Below 20000
20000 - 50,000

@ 50,000 - 100,000

@ Above 100000

INTERPRETATION:
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Approximately 46.5% of the population has no income, while 21.8% earn less than 20,000. Low income can
hinder savings and investment opportunities, emphasizing the importance of financial literacy in managing
finances effectively. Individuals with higher incomes (above 50,000) may have more resources available for
saving and investing, but their financial knowledge and understanding will ultimately determine how effectively
they utilize these resources. This distribution emphasizes how income levels might play a role in mediating the
relationship between financial literacy and financial outcomes.

> OCCUPATION
OPTIONS NO OF RESPONSE
Student 60
Salaried 20
Business 15
Homemaker 2
Retired 1
other 2
Occupation

101 responses

@ Student

©® Salaried
Business

® Retired

@ Homemaker

@ Other

INTERPRETATION:

If the dominant occupation is low-skill or low-paying (e.g., manual labor), respondents might have less exposure
to financial education, leading to lower savings or conservative investment choices. Professionals or business
owners (potentially in smaller segments) might have better financial literacy and more opportunities to save or
invest. The study can explore how occupation type correlates with financial literacy and its impact on savings and
investment habits.

» | understand financial concepts like Interest, Inflation & Risk
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OPTIONS

NO OF RESPONSE

21

13

24

19

Ol R W[N]~

23

INTERPRETATION:

Most respondents(23.8%) rate their understanding as an average (3), with a fairly even spread across other levels,
indicating varied financial literacy levels likely influence savings and investment decisions differently .

> DO YOU CURRENTLY INVEST YOUR MONEY?
OPTIONS NO OF RESPONSE
YES 40
NO 35
PLANNING TO START 25

Do you currently invest your money

101 responses

INTERPRETATION:

® Yes
® No

Planning to start

Less than half invest, and 34.7% don’t, possibly due to low income or poor financial literacy, while 25.7%
planning to start may benefit from improved financial education to act sooner.

> WHAT ARE YOUR PREFFERED INVESTMENT INSTRUMENT?
OPTIONS NO OF RESPONSE
Mutual fund 25
Gold 21
Stock Market 18
Fixed Deposit 10
Real estate 10
Other 16
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What are your preferred investment instruments

101 responses

@ Fired deposit
@ Mutual funds
@ Stock Market
0 Real estate
@ Gold

@ Other

INTERPRETATION:

Preference for fixed deposits (24.8%) suggests risk aversion, possibly due to limited financial literacy, while
mutual funds and stocks (38.6% combined) indicate some willingness to engage in higher-risk investments
among the financially literate.

> WHAT ARE YOUR PRIMARY GOAL OF INVESTING ?
OPTIONS NO OF RESPONSE
Wealth creation 51
Short term goals 14
Retirement planning 12
Tax saving 6
Emergency funds 17

What is your primary goal for investing

101 responses

® Wealth creation

4 16.8% @ Retirement planning
Tax saving
4 @ Emergency Funds
@ Short term gains

INTERPRETATION:

The largest segment (possibly wealth creation, around 30-40%) suggests a focus on long-term growth, which
financial literacy can enhance by guiding better investment choices and risk management.
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> WHICH OF THE FOLLOWING IS CONSIDERED A HIGH-RISK INVESTMENT?
OPTIONS NO OF RESPONSE
Stock market 75
Savings account 13
Fixed deposit 7
Recurring deposit 5

Which of the following is considered a high risk investment

101 responses

@ Savings Account
@ Fired deposit
Stock Market

I‘ @ Recuring Deposit

V

INTERPRETATION:

Most (75.2%) correctly identify the stock market as high-risk, indicating decent risk awareness, though 24.8%

choosing low-risk options (e.g., savings account) suggests gaps in financial literacy.

> WHAT PERCENTAGE OF YOUR INCOME DO YOU SAVE ON AVERAGE ?
OPTIONS NO OF RESPONSE
Less than 10% 17
10-20% 25
20-30% 14
Above 30% 9
| dont save 35

What percentage of your income do you save on average

101 responses

@ Lessthan 10%

® 10-20%
20-30%

@ Above 30%

@ | don'tsave

INTERPRETATION:

The largest group (34.7%) doesn’t save, likely due to the 46.5% no-income respondents (from prior data), while
24.8% save 10-20%, showing modest savings among those with income.
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FINDINGS

1. Need for targeted education: the combination of low investment participation, risk aversion, and
literacy gaps underscores the necessity for accessible financial education tailored to diverse groups, particularly
those with no income or lower education, to improve savings and investment outcomes.

2. A substantial number of respondents, especially students without any income, do not save or invest,
suggesting that financial literacy alone cannot influence

financial behaviors without considering income limitations, underscoring the importance of providing economic
assistance alongside education.

3. Conservative financial behaviors: less than half of respondents currently invest, with most savers
setting aside only a modest portion of income and prioritizing wealth creation, suggesting that while literacy
supports long-term goals, its impact is limited by cautious tendencies and income levels.

4. Gender disparities: males tend to have better access to financial resources and literacy, leading to
higher savings and investment participation compared to females, indicating gender-based differences in financial
behavior that literacy programs should address.

5. The level of education and occupation significantly impacts savings and investment behavior, with
graduates and individuals in business or salaried positions demonstrating higher levels of activity compared to
those with lower levels of education or employment.

SUGGESTIONS

. Encourage practical application: provide tools like budgeting apps or investment simulators to help
individuals apply financial knowledge, especially for those who are planning to start investing, to bridge the gap
between intention and action.

. Bridge gender gaps: design gender-specific financial literacy campaigns to empower females, who
may have less access to resources, with knowledge and tools to increase their savings and investment participation

. Leverage educational institutions: partner with schools and universities to integrate financial literacy
into curricula, particularly for younger individuals and graduates, to build early habits of savings.

. Promote risk awareness and investment diversity: offer workshops that clarify high- risk versus low-
risk investments, encouraging a shift from overly cautious choices like fixed deposits to more diverse options like
mutual funds or stocks, especially for those with long-term goals like wealth creation

. Address income barriers: implement support programs, such as stipends or part-time job
opportunities for students, to provide income that enables savings and investment, ensuring financial literacy can
be practically applied

. Develop targeted financial education programs: create tailored financial literacy initiatives for
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demographics like students and those with lower education levels, focusing on basic concepts such as budgeting,
interest rates, and risk diversification, to encourage better savings and investment habits

CONCLUSION

The study emphasizes that having a good understanding of finances is crucial in influencing how people save and
invest their money. People who possess a greater understanding of financial matters tend to demonstrate more
responsible financial behavior, such as disciplined saving practices, effective budgeting, and informed investment
decisions. The results indicate that demographic variables like age, income, education, and employment status
also play arole in determining the level of financial literacy and subsequently impact financial decision- making.

Additionally, the research underscores the importance of tailored financial education initiatives to address
knowledge gaps and equip individuals with the necessary skills to make informed financial choices. Fostering
financial literacy can have a substantial impact on personal financial health and the stability of the economy as a
whole. Consequently, policymakers, educational institutions, and financial organizations need to work together to
incorporate financial education into different platforms and effectively reach a wide range of population groups.
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