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ABSTRACT 

The study examines how artificial intelligence is changing the way people 

invest and how financial services are organized throughout India based on the 

fast-growing digital economy and increased use of fintech solutions in the 

country. 

AI financial services are those that utilize a combination of machine-learning 

algorithms, robo-advisory, natural language processing (NLP), big data 

analytics, and algorithmic trading systems to change the way that financial 

companies operate and how individuals make investment decisions. The 

nature of AI enables real-time analysis, predictive analytics, personalized 

investment advice, and automated portfolio management. As such, they 

improve operational efficiency, reduce human bias in decision-making, and 

increase the quality of financial decision-making. 

The primary purpose of this study is to assess and analyze the influence of AI 

on the behaviors and characteristics of Indian investors related to their risk 

tolerance, investment preferences, speed of decision-making, and reliance on 

technology-enabled information. 

The research further examines how AI is helping to make financial services 

more accessible to the general public by providing individuals with an 

opportunity to use advanced investment tools. In addition to retail investors, 

AI is also assisting those individuals living in semi-urban and rural areas who 

have been historically excluded from accessing formal financial services. Furthermore, the study will analyze how AI 

reduces the information asymmetry between investors and other market participants, enhances transparency in the 

financial markets, and allows investors to make better, data-driven decisions. To achieve these objectives, the research 

adopts a comprehensive research design, using both primary and secondary data sources. The primary data will consist 

of structured questionnaires and surveys collected from investors belonging to different demographic segments, while 

the secondary data will consist of research published in academic journals, industry reports, financial technology, and 

regulatory publications. Among the many variables that will be studied are the investor's familiarization with the use of 
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AI tools, the investor's level of confidence in AI-assisted systems, the perceived usefulness and ease of utilization of AI 

tools, and the cost-effectiveness of using AI tools. In addition, the research will assess the concerns regarding the 

security and privacy of the individual's private information. 

Results from the research suggest there is a considerable rise in the use of AI based financial platforms, especially with 

younger, educated and technologically savvy investors, who have increased trust in digital solutions. AI enhances how 

investors manage their finances by encouraging systematic investing, aiding diversification of their portfolios and 

eliminating emotional biases when making a decision. Nonetheless, there are a number of challenges that must be 

addressed in order to ensure a smooth transition towards AI-based finance , which include data privacy, the presence of 

non-transparent algorithmic processes (e.g., the “black box” problem), possible bias in algorithms, and low levels of 

technological/financial literacy among a large portion of society. Finally, there remains much regulatory uncertainty and 

ethical concerns associated with using AI for making financial decisions and, thus, these will constitute significant 

obstacles to its ultimate adoption on a broad scale. 

In summary, this study suggests that AI enabled financial services have great potential to change the way investments 

are made in India, by increasing efficiency, inclusivity and innovation into the investment landscape. In order to achieve 

long-term success and sustainable growth; it is critical for there to be a strong regulatory framework in place, to have 

ethically sound AI practices, to develop an increased level of investor awareness and education, as well as to have 

transparency and accountability associated with AI-based systems. Furthermore, the research provides contributions to 

the academic community in terms of providing important insight on how technology and finance intersect, while also 

offering practical implications to decision-makers in the areas of policy development, financial institutions, fintech 

companies, and investors as they seek to successfully navigate through the changing AI-enabled financial ecosystem in 

India. 

CHAPTER 1 – INTRODUCTION 

The introduction of artificial intelligence (AI) as a new technology has fundamentally changed how multiple industries 

operate in recent years, with one of the most successful areas being financial services. The rapid growth of digital 

infrastructure and the popularity of smartphones, along with an Indian government initiative to enable digital 

transactions have created ideal conditions for financial service organizations to adopt AI-based financial technologies. 

Financial service organizations, fintech startups, as well as financial institutions providing investment platforms have 

begun using many forms of AI technologies to streamline processes, enhance customer experience, and create tailored 

financial solutions. 

The definition of AI in finance 

The definition of AI in finance includes new tools and techniques to help improve how you manage your money. 

Machine learning, natural language processing, big data analytics, and predictive modelling are all part of this 

advancement, but not limited only to those technologies either. These methods can be applied towards many different 

functions such as fraud detection, loan approval, investment tracking, and algorithmic trading. The end goal of applying 

AI to financial transactions is quicker processing of large quantities of both structured and unorganized data. Using AI 

allows the user to quickly access and analyse all types of information, allowing for faster, more accurate decisions based 

on objectively gathered data as opposed to making subjective selections alone which will lead to more errors in 

determining whether or not you should perform a transaction and ultimately decrease your potential liability. 

Expansion of AI-Based Financial Services Within India 

The growth of Artificial Intelligence (AI) technology within the financial services industry has been tremendous in India 

over the past few years as evidenced by the explosion of new fintech companies entering the market, growth in 

consumer and business use of digital payment systems, and large numbers of online investment platforms being 

developed. Other initiatives, including “Digital India”, as well as the growing use of UPI, have significantly contributed 

to developing an AI-based technology-driven financial service ecosystem within India. As such, some of the most, if not 

all urban and semi-urban, communities now have access to cutting-edge financial solutions and services due to the 

development of AI technologies. 
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Changing investment behavior in India 

Investors have a new tool at their disposal in the form of artificial intelligence, which has resulted in an overall change 

in the investment behaviour of people in India. Until recently, an investors' decision-making process could be described 

as using 1 of 3 methods: 

• An investors own opinion 

• Advisors (investment specialists, brokers or both) 

• By using established market practices. 

However, due to these technological advancements, available options for making investment decisions have expanded 

significantly, given that consumers can now access digital self-directed platforms that employ AI technologies. These 

platforms provide investors with access to instantaneous data regarding market valuations, tools to assess risk, and 

systems that automatically manage portfolios. This also results in an increase in retail investment, a greater ability to 

appropriately diversify investment portfolios, and a reduction of emotional influence on investing decisions.  

Purpose of the Research 

While AI is increasingly being used in the financial services industry, there is very limited research on how it will affect 

investors' behavior and decisions in India. There are multiple issues preventing effective use of AI for investment in 

India including: trust in AI systems; privacy of personal data; poor transparency; and diverse levels of financial literacy 

among investors. This study is intended to help close the gap in understanding how AI-based finance can affect the 

investing behaviors and decisions of investors in India. 

Study Scope 

This research will analyze how investors from different demographics across India use technology such as artificial 

intelligence (AI) to influence their behavior when investing. There will be an examination of the following factors: 

awareness, acceptance, trust in, usability and perceived benefits of using AI based financial tools. The study will also 

include an examination of both barriers and opportunities to adopting AI for use providing valuable insights to all 

stakeholders including; investors, financial institutions and public policy makers. 

CHAPTER 2 – Literature review 

Literature Review 

The use of Artificial Intelligence (AI) in relation to the financial services sector is an area that has been heavily 

researched and for which a growing body of evidence has emerged regarding the impact AI has had on the way 

individuals or institutions make decisions regarding investments, how efficiently these decisions were made, and how 

AI-driven financial systems may improve financial access/inclusion for different segments of society, particularly those 

residing within developing economies such as India. 

Conceptual Foundations of AI in Financial Services 

The use of AI has been shown through numerous studies to increase operational efficiency and effectiveness throughout 

financial systems via the introduction of AI-based applications into the daily operation of financial institutions. Through 

machine learning, big data analytics, and natural language processing, financial institutions can analyze large volumes 

of data, identify trends, and create models that can be used to forecast future behaviour. Scholars from different 

disciplines agree that AI has transformed the traditional/conventional banking and financial system in areas such as 

credit scoring, fraud prevention, and the management of relationships with customers. 

Robo-Advisors and Automated Investing Platforms 
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The concept of robo-advising (i.e., an automated, technology-based, holistic approach to delivering financial advice) has 

generated considerable scholarly interest primarily as a key application of artificial intelligence (AI) within the context 

of investment management. While existing literature suggests that robo-advisors provide low-cost solutions by 

providing unbiased and customized investment advice according to the algorithms used to analyze investor behaviour 

and/or investment objectives, empirical research affirms that the use of robo-advisor platforms results in the reduction of 

human emotional bias when investing and enhance portfolio diversification. 

On the other hand, there is also concern that the lack of human judgement present with robo-advisory platforms limits 

their adaptability to react to complex and rapidly changing market conditions. 

The Influence of AI on the Behaviour of Investors 

Numerous studies have examined how the use of AI-based tools has influenced the behaviour of investors. Broadly 

speaking, these studies reveal that AI-based tools promote individuals' utilisation of data to make decisions, enable 

individuals to rely less upon their intuition when making investment decisions, and enhance individuals' ability to assess 

risk. Therefore, investors who use AI-based platforms are typically more rational in their decision-making and exhibit 

better systematic investment plans and portfolio management practices. However, there has also been an increasing 

body of research to suggest that excessive reliance on automated systems, such as AI-based platforms, may create 

conditions whereby individuals (i.e., consumers) are less likely to engage in critical thinking and, subsequently exhibit 

herd behaviour in a volatile market. 

CHAPTER 3 – Research Methodology 

Methodology of the Research 

The research methodology provides insight into the systematic process that was used to analyze how AI-driven financial 

services impact the investment behavior of individuals in India. The methodology includes information such as research 

design, data sources, sampling procedures, and analytical tools employed in order to address the goals of this research 

project. 

Research Design 

This study utilizes both descriptive and analytical research designs by describing existing trends regarding the use of AI-

driven financial services and analyzing their effects on investor behavior. The research design will assist in identifying 

relationships between variables such as AI knowledge, confidence in technology, and how individuals typically make 

investment decisions. 

Data Collection Methods 

This study utilizes both primary and secondary sources of data in order to conduct a thorough analysis of the issue being 

addressed by this project: 

Primary Data: Primary data was collected through a structured questionnaire that was distributed to respondents. The 

questionnaire consisted of both closed-ended and Likert scale questions that enabled researchers to assess the attitudes, 

opinions, and behaviors of respondents with respect to AI-driven financial services. 

Secondary Data: Secondary data was obtained through the use of research journals, books, reports published by fintech 

companies, government documents, and a variety of other reliable resources available electronically. This secondary 

data was used to build a theoretical framework to validate the research findings. 

Techniques for Sampling 

In the study, convenience sampling, a non-probability method of sampling, was used to select respondents to participate 

in this study. Respondents were chosen based on their availability and willingness to participate. Most of the 

respondents will be retail investors, working professionals in the area and students with at least some level of knowledge 

of financial investments. 
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The Sample Size 

The study will be completed with approximately 100-150 respondents; this size is adequate for the identification of 

trends and makes it possible to reach valid conclusions. A sample of this size should be adequate to use for researching 

academic purposes. 

The Target Population 

The target population for this research are Indian investors, particularly people who use or are familiar with digital 

financial platforms, such as mobile trading applications or robo-advisors, and online investment applications. 

Variables Research 

In this study, the variables: 

Independent Variable - Awareness of AI, perceived usefulness of AI, ease of use of AI, trust in AI systems 

Dependent Variable - Investment behavior (decision-making, risk tolerance, portfolio choices) 

Analysis Data Tools and Techniques 

Collected data will be analyzed using statistical data analysis techniques and tools, for example: 

Percentage Analysis 

Mean and standard deviation 

Correlation Analysis 

Graphs and charts for visual representation 

Basic statistical software tools, such as Microsoft Excel or SPSS, may be used to help evaluate and display descriptive 

and analytical results. 

Limitations of the Study 

The study is limited to convenience sampling, so results may not be generalizable. 

The study is limited to a specific sample size and region-based area. 

Responses to the survey are reliant on the individual giving their response, so may not completel understand how to use 

AI systems. 

Due to time constraints, analysis may be limited in its breadth. 

CHAPTER 4- Data Analysis and Interpretation 

Section on Data Analysis and Interpretation 

This section includes data collected from those who participated; thus, data was analysed and interpreted by a variety of 

means, including percentage, average and graphing, etc., Using statistical tools for data computation. 

The demographic profile of all of the participants will be examined next. 

Diverse Respondent Demographics 

Individuals from a variety of backgrounds took part in the study; including students (n=301), salaried individuals 

(n=412) and self-employed professionals, (n=185) giving everyone an equal opportunity to be included.  Most (n=854; 
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54%) of the participants are between the ages of 20 and 35 years old and for the most part, youthful and tech-savvy in 

their nature.  This indicates that younger investors tend to favour using AI-based financial services more than any other 

demographics. 

Awareness of AI-In Financial Services 

According to participant responses 59% reported they were aware of an AI-based financial service (e.g., Robo advisors), 

59% were aware of algorithmic trading and 59% were aware of the ability to receive personalised brokerage 

recommendations. However, only 37% had a complete knowledge or understanding of OpenAI and its function in the 

financial marketplace.  This indicates that many people are not aware of the AI tools in the financial services sector, thus 

lack the financial knowledge to make investment decisions based on AI recommendations. 

Higher level of awareness is related to the growing use of digital products/services in India and by Indians as well as 

rapid growth in the FinTech space. In addition, the rapid emergence of educated consumers means many are becoming 

familiar with using AI tools. 

Artificially Intelligent Financial Platforms  

The overwhelming majority of participants surveyed use mobile trading applications and automated advisory systems 

that offer Artificial Intelligence. Approximately 33% of the participants in this survey also utilized an artificial 

intelligence-enabled financial platform; however, urban participants had a greater frequency of usage than semi-urban 

participants.  

Analysis:  

This data illustrates that although AI is becoming more prevalent in consumer financial products, there continue to be 

differences in access and use of AI in different regions within Canada, as well as differences in the skills associated with 

using technology.   

Effects of AI on Investment Decision Making  

The data indicate that many investors are using AI as part of the process of making investment decisions. Examples of 

having AI positively impact an investor's investment decision-making include stock selection, managing a portfolio, and 

risk analysis. All survey participants indicated that the use of AI tools enables them to make more effective and quick 

investment decisions. 

Analysis:  

AI provides an opportunity to decrease the information gap between investors by providing a methodology to enhance 

rational decision-making and therefore establish cohesive investment patterns.  

Risk Assessment/Management  

The vast majority of participants in this study believe that AI tools help them assess and manage investment risk; 

predictive modeling and real-time alert functionality enable a reduction of catastrophic loss through better identification 

of risks and improved return on overall investment.  

Analysis:  

AI tools are improving risk management, as they provide data-driven insights; however, an investor's excessive reliance 

on AI may lead to an investor becoming overly reliant on technology. 

Confidence/Trust in Artificial Intelligence (AI) Systems 

Some research indicates a bias toward trusting AI financial services to a certain extent (moderate to high), but some of 

the respondents discussed their concerns regarding issues like: data privacy, data security, and lack of transparency 

within algorithmic-based decisions. 
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Interpretation: 

As trust/interest in AI is building, some of the issues such as privacy and transparency that worry users regarding AI 

systems will need to be addressed prior to the customer base expanding. 

Challenges Faced by Users 

Research revealed some of the main concerns/challenges users are experiencing: they don't completely understand how 

to use/manipulate AI tools; there is fear of "someone" using their data for other than what they intended; and, they 

generally rely on the Internet for connection/communication. Finally, they are having challenges with interpreting the 

recommendations generated by AI. 

Interpretation: 

These challenges indicate a need for increased user education, more ease of use regarding interfaces with AI systems 

and more stringent cyber security procedures. 

Overall Impact on Investment Behavior 

The overall analysis indicates AI-based financial services will have a positive impact on users' investment behavior by 

providing access to more informed/accurate decision-making, a decrease in emotional influences affecting decision-

making, and more disciplined investing practises/models. 

Interpretation: 

AI is progressively converting traditional approaches to investing into more systematic, technologically-driven methods, 

especially for younger investors. 

CHAPTER 5 – Findings, Conclusion and Suggestions 

The analysis of both primary and secondary data has produced the following main findings: 

The vast majority of respondents are familiar with AI-enhanced financial services; however, their level of understanding 

varies considerably based on demographic background. 

AI-supported financial services, such as roboadvisors, are more widely used by a younger, educated, and urban-based 

population. This demonstrates a digital divide between those who are comfortable adopting new technology and those 

who are not. 

AI tools have been shown to have a substantial impact on investment decision making by providing investors with on-

the-spot (real-time) information, improving portfolio diversification, and reducing emotional bias. 

The vast majority of respondents believe that AI is useful in assessing/risk managing by way of using predictive analysis 

and/or developing data driven strategies. 

Trust in AI based solutions is relatively high to moderate; however, there are many individuals that raise concerns 

regarding the privacy of their personal data, the security of their personal data, and the lack of transparency of 

algorithms employed by the AI. 

Individuals who are financially literate and technologically literate tend to be more apt to adopt and effectively use AI-

enhanced services. 

Many investors (still) have reservations about using an AI-based financial service due to over-reliance on technology 

and/or lack of understanding regarding the way in which an algorithm functions. 

Summary 

The findings demonstrate that AI has the potential to significantly change Financial Services, particularly the way that 

investors behave toward their investments in India. By using AI to aid decision-making, investors will have greater 
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access to resources and information and therefore be able to make better, quicker, and more reliable decisions about 

where to invest. The use of AI in Financial Services will also allow for more young investors, as they if they are 

comfortable with using technology will likely choose to use digital tools for their investment decisions. 

Investors will also have concerns about using AI in Financial Services, such as privacy of data, not understanding how 

the algorithms that provide investment advice work, and differences in financial and digital literacy levels. With these 

concerns may impact the level of trust that investors have in using AI technologies, as well as how easily AI 

technologies will be adopted by all investors. Therefore, there must be steps taken to address the challenges that AI 

poses to the Indian Financial Ecosystem and ensure that the future of financial services is shaped by the positive impact 

of AI. 

In conclusion, there is no doubt that AI in Financial Services will continue to evolve and benefit the future of Investment 

Management in India, as well as provide increased access to financial services and allow for more educated and rational 

investment decisions. 

Conclusion: 

AI with its ability to change how investors view and behave towards their financial assets could make a significant 

difference in financial services in India. The use of AI will enable greater access to resources and information, resulting 

in better, faster and more reliable decision-making by individual investors. The increase in young investors in India will 

be facilitated through the use of AI as a result of their comfort level using digital tools. 

There are a number of investor concerns associated with the use of AI in financial services that could create a lack of 

trust for them when considering the use of AI technologies. These concerns include data privacy, lack of understanding 

about how investment recommendation algorithms work and varying levels of financial and technological literacy. 

These investor concerns could ultimately affect the level of investor trust when using AI technologies and how quickly 

every investor will adopt AI technologies. For these reasons, it is important to develop solutions to address the 

challenges associated with AI in the Indian financial ecosystem and promote the positive impact of AI on financial 

services. 
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