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Abstract

This research looks into the complex relationship between financial literacy and investment behavior in the
setting of salaried professionals. The goal is to determine how much an individual's financial knowledge
influences their investment decisions. The research aims to identify patterns, trends, and potential
correlations between the level of financial literacy and the nature of investment choices made by this
specific demographic through a comprehensive review of existing literature and the administration of
surveys or interviews among salaried professionals. The study employs quantitative and qualitative studies
to assess financial literacy levels, taking into account characteristics such as financial concept
understanding, risk perception, and familiarity with investment tools. Concurrently, it investigates salaried
persons' investment behavior, studying their portfolio choices, risk tolerance, and decision-making
processes. The research attempts to uncover if increased financial literacy correlates with more informed,
diverse, and risk-appropriate investment choices among salaried professionals by combining these two sets
of data. This paper makes an attempt to investigate the relationship between salaried individuals' financial
literacy and their awareness of financial goods. The association between financial literacy and salaried
individuals' investment behavior is also investigated. The study's findings imply that an individual's level

of financial literacy influences their knowledge and investing choices towards financial items.
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1. INTRODUCTION

Financial literacy, which includes a person's awareness of financial ideas, managerial skills, and
decision-making ability, is critical in influencing many elements of personal finance. Among these,
the relationship between financial literacy and investment behaviors stands out as a critical subject
of investigation, particularly among the salaried professional group. Individuals' level of financial
literacy becomes a decisive factor in the quality of their investment decisions as they traverse the

complicated environment of investment possibilities, risk assessments, and financial planning.

Salaried professionals with a consistent salary confront particular investment challenges and
opportunities. Their decisions about investment vehicles, risk tolerance, and portfolio
diversification can have a substantial impact on their long-term financial well-being.
Understanding the complex relationship between financial literacy and investing behaviors within
this particular generation is critical for designing effective financial education programmers,
legislation, and support systems. This research aims to fill a significant knowledge gap by
undertaking a thorough assessment of the relationship between financial literacy and investment
behavior among salaried professionals. The research intends to find patterns and trends that
illuminate the significance of financial knowledge in defining the investment environment for this
demographic by synthesizing previous studies, measuring financial literacy levels, and analyzing
investment choices. This investigation's significance goes beyond academic curiosity, resonating
with broader societal ramifications. Understanding the dynamics of financial literacy's impact on
investment behavior is becoming increasingly important as financial markets evolve and
consumers face increasingly complex investment options. The study's findings have the potential
to inform targeted interventions, educational initiatives, and policy measures that empower
salaried professionals to make informed and strategic investment decisions, thereby improving

their financial resilience and paving the way for long-term economic prosperity.

1.1 Financial Literacy and its Importance
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Financial Concepts to Understand: Financial literacy entails understanding basic financial
concepts such as budgeting, saving, investing, debt management, and the time value of money.
A financially literate person has the information to make sound decisions in these areas.
Budgeting and money management that works: Individuals with financial literacy are better
able to design and stick to successful budgets. It entails the capacity to manage income and
costs, deploy cash strategically, and make prudent spending decisions, all of which contribute
to financial stability.

Making Sound Investment Choices: Financial knowledge is especially important when
making investment decisions. A literate person is aware of various investment vehicles, risk
concerns, and prospective rewards. This knowledge assists in making informed and smart
investment decisions that are in line with one's financial objectives.

Debt Management and Credit Awareness: Individuals that are financially literate are better
positioned to manage debt responsibly. They are aware of the consequences of credit, interest
rates, and the significance of having a decent credit score. With this knowledge, they can make
sound borrowing judgements.

Retirement Planning: Retirement planning is a component of financial literacy. Financially
literate people can navigate retirement savings options, comprehend the impact of inflation,

and make decisions that ensure a pleasant and secure retirement.

1.2 Investment Behavior of Salaried Professionals

>

Income Security and Investment Prospects: Salaried professionals often have a consistent
income, which influences their investment decisions. Their consistent salaries serve as a
foundation for contemplating long-term investment options like as equities, mutual funds, and
retirement accounts.

Diversification and risk tolerance: Salaried professionals' investment behaviour is frequently
influenced by their risk tolerance. Some people prefer low-risk investments such as
government bonds or fixed deposits, while others with a higher risk tolerance may look into
more dynamic assets. Diversification, or spreading investments across several asset classes, is

a frequent risk-management approach among salaried investors.

874 |Page



SN 7220)- /
Free / Unpaid ISSN: 2320-3714

@ ¥
3 Volume: 4 Issue:3
A I r‘ Peelr-cfjl.ev'l e:/_ved December 2022
AIRO JOURNALS Multidiscip nglary Impact Factor: 11.9
Internation Subject: Commerce

> Pension Investments and Retirement Planning: Salaried professionals are more likely to
plan for retirement and examine investment options that match with long-term financial
objectives. Employer-sponsored pension plans, provident funds, and systematic investment
plans (SIPs) are all options that salaried people use to ensure their financial future after
retirement.

> Investing in Real Estate: Real estate is a tangible and long-term investment that often appeals
to salaried professionals. This asset class is favoured for its potential appreciation and the
perception of providing a solid investment path, whether through property purchases or real
estate funds.

» Tax-Advantaged Investment Strategies: Salaried professionals frequently plan their
investments with tax efficiency in mind. Equity-Linked Savings Schemes (ELSS), Public
Provident Fund (PPF), and National Pension System (NPS) investments are picked not only
for their potential returns, but also for their tax advantages.

1.3 Objectives

a) To investigate how salaried individuals' financial literacy levels influence their awareness of

financial products.

b) To investigate how salaried individuals' financial literacy levels influence their investment

preferences for financial products.
2. REVIEW OF LITERATURE

Annamaria Lusardi and Olivia S Mitchell (2007) on financial literacy, it was found that people
in developed countries were uninformed of financial products and functions. Women and people
with low income and education were especially financially illiterate and more prone to economic
hardships. This study also found that financial education went a long way in planning for
retirement savings. This study also emphasised that only a meagre number of individuals attended
seminars on retirement planning. The study further concluded that although educational
programmes and initiatives were essential, it is not the only answer to solve the behavioural

problems of the consumers.
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Lewis Mandell and Linde Schmid Klein (2007) The information that was used came from the
National Jump Start survey that was administered to senior high school students. They came to the
conclusion that the key reason for a poor score on the financial literacy test among young adults
was a lack of desire to acquire or build financial abilities. This conclusion was reached on the basis
of their data. As soon as the students had finished their lessons on personal finance and money
management, the data showed that the questions about the students' levels of motivation had a

significant impact on the scores that they received on the financial literacy test

Annamaria Lusardi (2008) It is true that they are directly accountable for their financial security
and that they regularly deal with 221 people who are unemployed and those who do not have
access to the internet, as he stated in his working paper. This is despite the fact that many people
do not have the necessary resources to make the necessary decisions regarding savings. Those
individuals who scored in the top twenty percent of the financial literacy test displayed very

desirable financial behaviour, as indicated by the findings

Hooman Estelami (2009) He carried out a study in which he outlined five decision-making
patterns that are responsible for a variety of sub-optimal financial choices made by customers. In
addition, he made an effort to propose concrete solutions regarding the ways in which financial
literacy programmes might be required to combat these patterns using specific remedies. The
purpose of this research was to investigate the ways in which consumers frequently demonstrate
suboptimal decision-making styles as a potential consequence of fundamental limitations in

cognitive ability and the human neurological system.

Robert J. Willis (2009) It was discovered that Americans' comprehension of financial issues and
their cognitive capacities were straightforwardly correlated. Research has shown this. In contrast
to individuals who have the contrary characteristics, Americans who have higher levels of
cognitive ability and predominant financial mindfulness regularly have higher abundance levels.
The review's conclusions lead to the conclusion that an individual's financial literacy is a

fundamental piece of their human resources.

3. RESEARCH METHODOLOGY
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3.1 Geographical Scope and Population Selection:

The study focuses on Haryana, considering all salaried individuals in government or non-

government jobs falling under the income tax bracket as the target population.
3.3 Sampling Criteria:

Within the selected sub-divisions, salaried individuals were purposively sampled based on criteria
such as place of work, occupational status, and willingness to cooperate for the study. This ensured

a representative sample of the population.
3.4 Questionnaire Design:

A non-disguised structured questionnaire was used to collect primary data from respondents.
Careful preparation involved incorporating necessary information using close-ended questions,

attitudinal rating questions, and knowledge testing questions.

3.5 Sample Size:

In this study 250 questionnaires were distributed in Haryana out of this 200 were received back
After analyzing, incomplete questionnaires were excluded, resulting in a final sample size of 200

questionnaires for the study.
3.6 Measurement of Financial Literacy:

The study employed the OECD approach to measure the level of financial literacy. This approach
considers three dimensions: financial knowledge, financial behavior, and financial attitude.
Financial knowledge was scaled down to 5 from a possible 13, while financial attitudes and
behavior were measured on a 5-point Likert scale, with a maximum possible score of 5 each. The

total financial literacy score could reach a maximum of 15.

3.7 Data Analysis:
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SPSS 16.0 was used for data analysis and hypothesis testing. Hypothesis 1 was examined using a
T-test, while Hypothesis 2 was tested using a Chi-square test. The significance level for hypothesis

testing was set at 5%.
3.8 Hypothesis
Hypothesis 1

Ho: The amount of awareness for various financial products among paid individuals is independent

of their level of financial literacy.

HA: The amount of awareness of various financial products among salaried individuals is not

independent of their level of financial literacy.
Hypothesis 2

Ho: Salaried people's investment preferences for various financial products are unaffected by their

level of financial literacy.

HA: Salaried persons' investment preferences for various financial products are not independent

of their level of financial literacy.
3.9 Characteristics of the Sample:

Table 1 presents an overview of the sample characteristics used in the study, providing insights
into demographic and professional aspects of the respondents. This information serves as a

foundational reference for the subsequent analyses and findings.

Table 1: Respondent Demographic and Socioeconomic Information

Category Subcategory Frequency | Percentage%o
GENDER Male 120 60%

Female 80 40%
AGE (Years) 20-30 40 20%

31-40 30 15%
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41-50 50 25%
51-60 60 30%
More than 60 20 10%
MARITAL STATUS Unmarried 100 50%
Married 100 50%
EDUCATION 10+2 60 30%
Graduation 60 30%
Post Graduation 40 20%
PhD 40 20%
INCOME PER ANNUM (In Rs.) 2-5 lacs 90 45%
5-10 lacs 80 40%
10-15 lacs 30 15%
NATURE OF EMPLOYMENT Government 120 60%
Non-Government 80 40%
PLACE OF WORK Urban 110 55%
Rural 70 35%
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Category

N Frequency e Percentage%
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80 40%
60 30%
40 20%
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Figure 1: Respondent Demographic and Socioeconomic Information

The demographic data offered here provides useful insights into Haryana's socioeconomic
landscape, encompassing a varied range of characteristics among its population. Haryana has a
balanced gender mix, with 60% of respondents being male and 40% female. The age demographics
reflect a diverse population, with a significant concentration in the 51-60 age range, indicating a
mix of experienced individuals in the state. The marital status represents an even split, reflecting
a variety of family forms. Respondents' educational backgrounds range from primary to secondary
school, illustrating Haryana's diverse educational landscape. The distribution of annual income
offers light on the financial situation of the population, with a major share lying within the 2-5 lacs
income category. Employment trends show a significant presence in both the government and non-
government sectors, highlighting the variety of employment opportunities accessible.
Furthermore, the distribution of workplaces between urban and rural areas shows a little higher
concentration in urban areas, emphasizing potential differences in work environment and lifestyle
between these locations. In summary, this report provides a complete assessment of Haryana's

demographic fabric, providing useful insights into the state's socioeconomic processes.
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To investigate how the financial literacy level of paid individuals influences their awareness of

financial products, respondents were divided into two groups: "High Financial Literacy Group"

and "Low Financial Literacy Group." Respondents with financial literacy scores higher than the

median were assigned to the "High Financial Literacy Group," while those with financial literacy

scores equal to or lower than the median were assigned to the "Low Financial Literacy Group."

The average awareness level of responders in these two groups was determined and compared.

Table 2 and Figure 2 indicate the level of awareness for various financial products among high and

low financial literacy groups.

Table 2: Financial Product Awareness Levels in the High and Low Financial Literacy Groups

Financial Products High Financial Low Financial t- Significance
Literacy Group Literacy Group value

Bank Fixed Deposits | 2.51 3.25 -3.12 | 0.007
Savings Account 3.22 3.55 -3.25 |0.001
Life insurance 4.25 2.15 -256 [0.071
Public Provident Fund | 3.63 3.61 -3.15 10.020
Post Office Savings 4.15 2.15 0.20 0.912
National Savings 2.22 411 -0.71 | 0.622
Certificate

Kisan Vikas Patra 4.19 4.25 -251 ]0.322
Pension Funds 2.58 3.25 -0.70 | 0.615
Mutual Funds 3.52 411 -3.15 | 0.040
Stock Market 4.22 2.59 -4.15 | 0.002
Bonds 5.36 3.25 -2.59 |0.052
Debentures 6.15 2.22 -2.39 | 0.412
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Commodity Market 1.55 3.25 -2.15 | 0.099
Forex Market 2.58 411 -2.96 0.071

Financial Products
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Figure 2: Financial Product Awareness Levels in the High and Low Financial Literacy Groups

The data presented here provides insights into the preferences for financial products among groups
with varied levels of financial literacy. The t-values and significance levels give a statistical
foundation for comparing the mean financial literacy scores of high and poor groups across
different financial products. Bank Fixed Deposits reveal a statistically significant difference
between the two groups, with the low financial literacy group having a higher mean score (3.25),
while the high financial literacy group has a lower mean score (2.51). This shows that people with
poorer financial literacy are more likely to favour bank fixed deposits. Savings Accounts show a
significant difference as well, with the low financial literacy group (3.55) having a higher mean
score than the high financial literacy group (3.22). This suggests that persons with poorer financial
knowledge have a larger preference for Savings Accounts Life insurance makes a significant
influence, although it falls just shy of statistical significance. The high financial literacy group has

a higher mean score (4.25) than the low financial literacy group (2.15), indicating a possible link

882 |Page




SN 7220)- /
Free / Unpaid ISSN: 2320-3714

@ ¥
3 Volume: 4 Issue:3
A I r‘ Peelr-cfjl.ev'l e:/_ved December 2022
AIRO JOURNALS Multidiscip nglary Impact Factor: 11.9
Internation Subject: Commerce

between higher financial literacy and a stronger preference for life insurance. The difference in
Public Provident Fund scores is statistically significant, with the high financial literacy group
scoring lower (3.63) than the low financial literacy group (3.61). This unexpected discovery may
merit additional examination. The Stock Market shows a substantial difference, with the high
financial literacy group (4.22) having a higher mean score than the poor financial literacy group
(2.59). This shows that people with higher financial knowledge are more inclined to invest in

stocks.
4.2 Financial Product Investment Preference and Financial Literacy

To investigate how the financial literacy level of salaried individuals influences their investment
behaviors, respondents were divided into two groups: "High Financial Literacy Group" and
"Low Financial Literacy Group." Respondents with financial literacy scores higher than the
median were assigned to the "High Financial Literacy Group," while those with financial literacy

scores equal to or lower than the median were assigned to the "Low Financial Literacy Group."

Table 3 and Figure 3 indicate the investing preferences for various financial products of high and
low financial literacy groups. According to the findings, respondents in the high financial literacy
group preferred mutual funds, stock market investments, debentures, life insurance, public
provident fund, pension funds, bonds, and the commodity market over those in the low financial
literacy group. Respondents in the poor financial literacy group preferred bank deposits and post

office saves.

Table 3: Investment in Financial Products by Groups with High and Low Financial Literacy

Financial High Financial Literacy Low Financial Literacy Chi-square

Products Group Group value

Frequency Percentage Frequency Percentage 20.151%
% %
Bank 10 5% 20 10%

Deposits
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Post Office 10 5% 10 5%
Savings
Mutual 15 7.5% 10 5%
Funds
Stock 15 7.5% 5 2.5%
Market
Debentures | 20 10% 5 2.5%
Life 20 10% 10 5%
Insurance
Public 10 5% 10 5%
Provident
Fund
Pension 5 2.5% 10 5%
Funds
Bonds 5 2.5% 10 5%
Commodity | 10 5% 10 5%
Market
Total 100 100
Respondents
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Figure 3: Investment in Financial Products by Groups with High and Low Financial Literacy

The data presented depicts the distribution of financial product choices across persons with varied
degrees of financial literacy, which are classified as high or low. The chi-square values reveal the
significance of the preferences variations between the two groups. When it comes to bank deposits,
10% of respondents in the low financial literacy group choose this financial product, whereas only
5% of those in the high financial literacy group do. The chi-square value indicates that this
difference is statistically significant, indicating a significant variation in the predisposition towards
bank deposits between the two literacy groups. Post Office Savings and Mutual Funds have
identical preferences among each literacy category, with 5% and 7.5% choosing these financial
vehicles, respectively. The chi-square values show no significant variation in preferences for these
goods between the high and poor financial literacy groups. In contrast, there is a substantial gap in
preferences for the Stock Market, with 7.5% of the high financial literacy group choosing it versus
only 2.5% of the low financial literacy group. This emphasises the importance of financial literacy
in engaging in more complicated investment vehicles. Debentures, Life Insurance, Public
Provident Funds, and Pension Funds are all preferred by the high financial literacy group over the

low financial literacy group. The chi-square values for various products show statistically
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significant differences in preferences, highlighting the importance of financial literacy in the
selection of these financial instruments. Bonds and the commodity market, on the other hand, show
no substantial differences in preferences between the two groups, as evidenced by chi-square

values.
5. CONCLUSION

In conclusion, the study of the relationship between financial literacy and investment behaviors
among paid professionals provides intriguing insights into the complex relationship between
knowledge, awareness, and financial decision-making. The study found that higher levels of
financial literacy are related with more informed and diverse investing decisions, emphasizing the
importance of education in altering people's investment behaviors. The findings highlight the
importance of financial literacy programmers and activities in empowering salaried professionals
to make more strategic and informed investing decisions. Salaried professionals with higher levels
of financial literacy are more likely to use a broader range of investment instruments, ranging from
basic options such as bank savings to more complicated vehicles such as the stock market and
debentures. This shows that focused efforts to enhance financial literacy can help to cultivate a
more resilient and competent investment base. According to the findings, individuals with high
financial literacy are more educated about all financial products except post office savings. There
are statistically significant disparities in knowledge levels across bank fixed deposits, savings
accounts, public provident funds, mutual funds, stock market investments, and bonds. Respondents
with limited financial literacy spend primarily in traditional and safe financial products and invest
less in financial items that are comparatively riskier but could deliver higher returns. As a result,
financial literacy effects both financial product awareness and investment preferences for financial

products.
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