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Abstract: Financial literacy refers to the knowledge, skills, and ability of an individual to understand financial
concepts and make informed decisions regarding personal finance. The impact of financial literacy on an
individual's investment decision-making is significant, as it can help individuals make informed decisions and
achieve their financial goals. Individuals who are financially literate are better equipped to understand the risks and
potential returns of various investment options. They can also evaluate the suitability of different investment
options based on their personal financial goals, risk tolerance, and time horizon. Financially literate individuals are
more likely to diversify their investment portfolios and make informed decisions about asset allocation. In addition,
financial literacy can help individuals avoid costly mistakes, such as investing in high-risk investments without
fully understanding the potential downside. Financially literate individuals are more likely to avoid scams and
fraudulent investments, which can result in significant financial losses. Overall, financial literacy is a crucial factor
in an individual's investment decision-making process. It can help individuals make informed decisions, avoid
costly mistakes, and achieve their financial goals. Therefore, it is essential for individuals to invest in their financial
education and improve their financial literacy. In this proposal, researcher attempts to study the factors responsible
for financial literacy on individual investment decision. The study is based on descriptive and exploratory style
using primary data. The primary data is collected with the help of Google forum. Pie-chart presentation is used for
the purpose for analyzing the data. The result of the survey shows that there exists a positive relationship on gender,
qualification and occupation with respect to financial literacy to make efficient investment decision.

INTRODUCTION

Every investment needs two things: cash and KASH. The first cash refers to the money that we have and we want
to either save or invest. The word KASH refers to the Knowledge, aptitude, skills and habits that an individual have
to make investment with prior utilization of the financial literacy. The information and abilities essential to make
wise financial decisions are referred to as financial literacy. It encompasses an understanding of financial concepts,
such as budgeting, saving, investing, credit, and debt management, and the ability to apply this knowledge to real -
world situations.

Having a good level of financial literacy is crucial for individuals to achieve their financial goals, make sound
investment decisions, and avoid financial pitfalls. Unfortunately, studies show that financial illiteracy is a
widespread problem globally, and many individuals lack even the basic financial knowledge required to manage
their finances effectively.

Financial literacy is essential for individuals to make informed decisions regarding their investments. A lack of
financial knowledge often leads to poor investment decisions, which can lead to financial losses. In Jammu and
Kashmir (J&K), a significant number of individuals lack financial literacy, which can negatively impact their
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investment decisions. Therefore, this study aims to investigate the impact of financial literacy on individual

investment decisions in J&K.
STATEMENT OF THE PROBLEM:

The lack of financial literacy among individual investors in Jammu and Kashmir (J&K) can have a significant
impact on their investment decisions and financial well-being. Many investors in J&K may lack the necessary
knowledge and skills to effectively manage their finances, including understanding financial products and services,
assessing risk, and making informed investment decisions. The problem is compounded by the fact that J&K is a
region with a unique set of economic, social, and political challenges. The region has experienced decades of
conflict, which has led to limited access to financial resources and services, as well as a lack of trust in financial
institutions.

Without access to adequate financial education, individual investors in J&K may be more vulnerable to financial
scams, high-risk investments, and other financial pitfalls. This can lead to a cycle of poverty and economic
instability in the region. Therefore it becomes important to study the impact of financial literacy on individual
investors in J&K and identify ways to improve financial education and access to financial resources in the region.

OBJECTIVES OF THE STUDY:

1. To evaluate the level of financial literacy among individuals in J&K.

2. To assess the investment decisions made by individuals in J&K.

3. To determine the relationship between financial literacy and investment decisions among individuals in J&K.
4

To suggest ways to improve financial literacy and investment decisions among individuals in J&K.

RESEARCH QUESTIONS:

1. What is the relationship between financial literacy and investment returns among individual investors in J&K?

2. What is the level of financial literacy among individual investors in J&K, and how does this impact their
investment decisions?

3. To what extent does financial literacy affect the investment decisions of individual investors in J&K?

4. What are the main sources of financial information and education for individual investors in J&K, and how
effective are these sources?

5. What are the common investment mistakes made by individual investors in J&K, and how do these relate to
their level of financial literacy?

REVIEW OF LITERATURE:

Biswas and Gupta (2015) examined the status of financial literacy of people of selected districts of Bengal. The
objective was to examine the financial knowledge of people of West Bengal and their ability in planning financial
related activities. The researchers also tried to connect the financial literacy with the financial planning of people of
the study area. The relationship of the demographic characteristics of the people was also tried out with the
financial literacy level. The people were found with low level of financial literacy level and their ability in planning
the financial issues were also quite poor. But, the level of literacy was found to be influenced by occupation and
education of the people of West Bengal.

Choudhary and Kamboj (2017) conducted an empirical study on financial literacy of people of Haryana. When
looked at the financial literacy of Haryana residents, the authors discovered that just one-third of the whole sample
has a better level of financial literacy. A major chunk of individuals had basic financial knowledge and engage in
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healthy financial behavior. But, fifty seven percentages of participants had a 27 negative financial viewpoint. This

implies that policymakers should introduce efforts, since they may help to change the opinions of the respondents.
The relatively significant number of persons who fall into the average financial literacy class is cause for worry.

Sarmad et al. (2018) found that financial literacy significantly impacted investment behavior among individual
investors in J&K. The study showed that individuals with higher levels of financial literacy were more likely to
make informed investment decisions, diversify their portfolios, and achieve higher returns on their investments.

Dar et al. (2019) examined the impact of financial literacy on the investment behavior of rural households in J&K.
The study found that financial literacy had a positive impact on investment decision-making and was associated
with increased use of formal financial services, such as bank accounts and insurance.

However, studies identified significant gaps in financial literacy among individual investors in J&K. Many
investors in the region lacked basic knowledge about financial products and services, as well as the ability to assess
risk and make informed investment decisions.

The lack of financial literacy among individual investors in J&K is compounded by a range of other factors,
including limited access to financial resources and services, a lack of trust in financial institutions, and the unique
economic, social, and political challenges faced by the region.

To address these challenges, several studies have highlighted the need for targeted financial education programs
that are tailored to the unique context of J&K. These programs should aim to improve financial literacy, increase
access to financial resources and services, and promote informed investment decision-making among individual
investors in the region.

Overall, the literature suggests that financial literacy plays a crucial role in shaping the investment decisions of
individual investors in J&K. Improving financial literacy through targeted education programs could help to
address the challenges faced by investors in the region and promote economic stability and growth.

RESEARCH METHODOLOGY:

In this study, 2000 working individual from 20 districts of J&K UT to be randomly selected for the research
purpose, comprising of 100 individual from each district. This study was based on descriptive and exploratory style
using primary data. The data was collected by using questionnaire. A sample of 2000 individuals will be collected
from different regions of J&K using a simple random sampling technique. The questionnaire will be used to collect
quantitative data on financial literacy and investment decisions.

Measurement scale used in questionnaire

Constructs Number of items
Basic details 07
Earning source, saving & investment 05
Compound interest and inflation 02
Risk/return relationship 05
Alternative choices 02
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ANALYSIS OF DATA:

Various statistical tools and techniques are used for analysis and interpretation of Data and to validate and justify
the results, various statistical tools tests like Chi-square, ANOVA and Percentage method are applied for this
proposed research.

1. The highest educational qualification of the respondents:

M Primary

M Secondary

W Higher Secondary

H Diplomma

M Graduation

M Post Graduation
Professional Qualification

Doctorate

Not Educated

2. The nature of occupation they opt for:

M Salaried
M Business
M Professional
M Retired
W Daily Wage Earner
= Farmer
Student
Other

3. Do you have any additional income rather than regular earning?

M Yes

B No
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4. If yes, Please mention the source of earning:

B Interest on Fixed deposits

B Commission

= Dividend on shares

M Rent of Property

® Income from stock/shares

5. Your annual Income:

M Less than Rs.2,50,000

M Rs.2,50,001 - Rs.5,00,000

Rs.5,00,001 - Rs.7,50,000

m Rs.7,50,001 - Rs.10,00,000

™ Rs.10,00,000 and above

6. Your annual saving out of Income:

B Less than Rs.1,25,000

M Rs.1,25,001 - Rs.2,50,000

Rs.2,50,001 - Rs.3,75,000

M Rs.3,75,001 - Rs.5,00,000

M Rs.5,00,000 and above
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7. Your annual investment out of savings:

M Less than Rs.1,00,000
M Rs.1,00,001 - Rs.2,00,000
Rs.2,00,001 - Rs.3,00,000

M Rs.3,00,001 - Rs.4,00,000

1 Rs.4,00,000 and above

8. Do you have bank account?

M Yes

B No

9. By which mode do you prefer to operate your bank account?

B NEFT
B RTGS

20% Debit Card
M Credit Card

I Personal Visit
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10. Do you take benefits of the other services provided by the banks?

B Mutual Fund
M Insurance

M Medical Claim
M Locker Facility
M Others

= Don’t have

11. Do you rely on bank as an investment banker?

M Yes

® No

EXPECTED OUTCOME:

» This study will provide insights into the impact of financial literacy on individual investment decisions in
Jammu and Kashmir.

» The findings of the study will help policymakers and financial institutions to design effective financial literacy
programs to improve the financial knowledge of individuals in J&K.

» The study will also help individuals to make informed investment decisions, which will ultimately contribute to
the economic growth of the region.

IMPACT AND SIGNIFICANCE OF RESEARCH:

The research has been carried out with the purpose of measuring and analyzing the financial literacy of individual
investor of J&K UT which ensure improved investment decision. The research can help to identify the level of
financial literacy among individual investors and the factors that affect their investment decisions. By
understanding these factors, financial institutions and policymakers can design effective financial education
programs to improve financial literacy among individual investors, leading to better investment decisions.
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» This research promotes financial inclusion by ensuring that individuals have the necessary knowledge to access

and use financial services. Financially literate individuals are more likely to use banking services, make
informed financial decisions, and save and invest their money for the future.

» Improved financial literacy can contribute to economic growth by increasing the pool of savings and investment
capital available for businesses and entrepreneurs. Financially literate investors are also more likely to invest in
the stock market, which can contribute to the growth of the economy.

» Financial literacy can help individuals to identify and avoid financial fraud and scams. By understanding the
warning signs of fraudulent schemes, individuals can protect themselves and their assets from fraudulent
activities.

CONCLUSION:

This research study showed that irrespective of financial literacy every individual make investment in their day to
day life. If individuals in J&K are financially literate, they are more likely to make informed decisions about their
investments, which can lead to better financial outcomes. Financial literacy can help individuals in J&K understand
the risks and potential returns of various investment options, evaluate the suitability of different investment options
based on their personal financial goals, risk tolerance, and time horizon. Financial literacy can also help individuals
in J&K avoid costly mistakes, such as investing in high-risk investments without fully understanding the potential
downside.

However, if individuals in J&K lack financial literacy, they may be more vulnerable to scams and fraudulent
investments, which can result in significant financial losses. Consequently, it's critical that people in J&K make
investments in their financial awareness and education. Therefore, the impact of financial literacy on individual
investment decisions in J&K is likely to be positive. Financial literacy can help individuals make informed
decisions, avoid costly mistakes, and achieve their financial goals. Therefore, it is important for individuals in J&K
to invest in their financial education and improve their financial literacy.

REFERENCES:

1. Ronald P. Volpe, H. C. (2006). An analysis of the importance of personal finance topics and the level of
knowledge possessed by working adults. Financial Services Review 15, 81-98.

N

Mitchell, A. L. (2006, December). Financial Literacy and Retirement Preparedness: Evidence and Implications

for Financial Education. 1-20. W.P. No. 2006-144.

3. Lusardi, A. (2006, October). Planning and Financial Literacy: How Do Women Fare? 1- 25. W.P. No. 2006-
136.

4. Maarten van Rooij, A. L. (2007). Financial literacy and stock market participation. Thenational bureau of
economic research working paper 13565.

5. Mitchell, A. L. (2007, October). Financial Literacy and Retirement Planning:New Evidence from the Rand
American Life Panel. 2-31. W.P. No. 2007-157.

6. Martin, M. (2007, June). A Literature Review on the Effectiveness of Financial Education. 1-26. W.P. No. 07-
03.

7. Abreu, M., & Mendes, V. (2010). Financial Literacy and Portfolio Diversification. Quantitative Finance, 515-
528.

8. Bank of Thailand. (2018). Annual Report 2018. Bangkok: Bank of Thailand.

[JNRD2312311

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

© 2023 IJNRD | Volume 8, Issue 12 December 2023 | ISSN: 2456-4184 | []NRD.ORG
9. Bucher-Koenen, T., & Ziegelmeyer, M. (2011). Who Lost the Most? Financial Literacy, Cognitive Abilities,

and the Financial Crisis. European Central Bank Working Paper.
10.Gallery, N., Newton, C., & Palm, C. (2011). Framework for Assessing Financial Literacy and Superannuation
Investment Choice Decisions. Australasian Accounting, Business and Finance Journal, 3-22.

11. Grohmann, A. (2018). Financial literacy and financial behavior: Evidence from the emerging Asian middle

class. Pacific-Basin Finance Journal, 129-143.

Websites:

https://shodhganga.inflibnet.ac.in/handle/10603/310169

https://indianationfirst.in/education-jammu-kashmir/boosting-financial-literacy-importance-of-financial-education-
in-jammu-kashmir/

https://corporatefinanceinstitute.com/resources/management/financial -literacy/

Questionnaire link:
https://docs.google.com/forms/d/e/LIFAIpQLSdHs_r9xAu_WCd4etWetKefpjacwb9 GhhQcpkzZhj90J5IrQA/viewform?ve=0&
c=0&w=1&flr=0

[JNRD2312311 d102

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/
https://shodhganga.inflibnet.ac.in/handle/10603/310169
https://indianationfirst.in/education-jammu-kashmir/boosting-financial-literacy-importance-of-financial-education-in-jammu-kashmir/
https://indianationfirst.in/education-jammu-kashmir/boosting-financial-literacy-importance-of-financial-education-in-jammu-kashmir/
https://corporatefinanceinstitute.com/resources/management/financial-literacy/

