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Abstract

In the modern financial landscape, individuals are required to make

complex investment decisions involving multiple financial
instruments. While financial literacy has been widely recognized as
a critical determinant of investment behavior, existing research
suggests that knowledge alone does not guarantee effective financial
decision-making. This study aims to develop an integrated
framework combining financial literacy, financial experience, and
behavioral factors to explain investment behavior among educated
professionals. Using a quantitative approach, the research proposes
that behavioral factors mediate the relationship between financial
literacy, experience, and investment decisions. The study contributes
to the literature by addressing the gap of fragmented analysis and
provides practical implications for policymakers, educators, and

financial institutions.
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1. Introduction

The ability to manage personal finances is essential for surviving in the intricate financial landscape and
therefore, financial literacy is not merely a necessity but rather a vital life skill. The scenario where individuals
are presented with a plethora of choices in the form of mutual funds, stocks, cryptocurrencies, health insurance
plans, etc. significantly challenges the task of working out a secure financial future. Despite being well-trained
individuals with academic qualifications and attending seminars on financial literacy, people still do not
display rational investment behavior.

This situation actually prompts an intriguing thought: how come persons who are sufficiently knowledgeable
sometimes behave differently? The traditional financial theories affirm that people are rational beings who
make decisions based on the information available to them. On the other hand, the concept of behavioral
finance actively contradicts this assumption by pointing out the factors such as biases and emotions.

Therefore, this study proposes an integrated approach that combines financial literacy, financial experience,
and behavioral factors to better understand investment behavior among educated professionals.

2. Literature Review

Financial literacy has been the focus of considerable research as a critical element influencing the financial
decision-making process. Financial literacy is defined as the understanding of financial concepts including
interest rates, inflation, risk diversification, and investment vehicles. The majority of the studies have made it
clear that there exists a positive correlation between financial literacy and investment participation.

Nevertheless, a number of studies show that the extent of financial literacy is not the only factor that accounts
for real-world behavior. Although individuals may have the relevant information, they may not act on it
because of psychological factors such as the fear of risk, overconfidence, and herd mentality. The concept of
behavioral finance indicates that investors are susceptible to cognitive biases and feelings that normally lead to
senseless actions.

Alongside this, previous financial experience is a vital determinant of the type of investment individuals do.
People who have made investments earlier are more inclined to be rational and resolute in their own decisions.
Notwithstanding, the interplay of financial literacy with experience and behavioral aspects is really far from
comprehensive.

That's why we figure out an integrated model of these variables that gives a penetrating and well-rounded
investment behavior comprehension.

3. Research Gap

Despite considerable research on financial literacy and investment behavior, empirical studies are
characterized by numerous shortcomings. The majority of the studies have exclusively concentrated on the
direct link between financial literacy and investment decisions, rejecting the consideration of the intervening
mechanisms, namely behavioral and experiential factors.

The existing literature lacks comprehensive models that incorporate financial literacy, financial experience,
and behavioral biases. Furthermore, there has been a scarcity of studies done on white-collar professionals
who constitute a distinct cohort with high proficiency but a tendency for erratic decisions.

Therefore, the current paper fills the gap by suggesting the combined approach of assessing the
interrelationship of financial literacy, financial experience, and behavioral factors in influencing the
investment decisions.
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4. Research Purpose

The research's main focuses are:

+¢ To look at how financial literacy is related to investment behavior.

+ To evaluate the importance of experience in investment decisions.

+¢ To learn about the role of behavioral factors in the investment process.

¢ To create an integrated model of the investment path of professionals who are a college educated or above.

5. Research Hypothesis

A set of logical assumptions have been taken out of the objectives listed, such as:

HI1: Investment behavior is significantly and positively affected by financial literacy.

H2: The effect of financial experience on investment behavior is both substantial and positive.

H3: Behavioral factors have a significant influence on investment behavior.

H4: The relationship between financial literacy and investment behavior is mediated by behavioral factors.
HS5: The relationship between financial experience and investment behavior is mediated by behavioral
factors.

YV VVYVYY

6. Research Methodology:

The method employed to carry out this research study is the quantitative approach. The questionnaire will be
the main research tool to be used in a survey that targets educated adults including MBA graduates, engineers,
corporate employees, and government officials to get the primary data.

A convenience sample of about 30-50 respondents will be targeted in the survey. The questionnaire will have
multiple sections on financial literacy, financial experience, behavioral factors, and investment behavior.

Statistical tools will be utilized to analyze the obtained answers like regression analysis or Structural Equation
Modeling (SEM). These techniques will assist in investigating the connections between the variables and in
verifying the suggested hypotheses.

7. Research Model (Explanation)

The study envisions an integrated conceptual structure in which financial literacy and financial experience
serve as independent variables, while investment behavior is the dependent variable, and behavioral factors are
the mediating variables.

Behavioral factors include:

I.Perception of risk
II.Overconfidence
III.Herd behavior
IV.This model doesn't only explain what people know but also how they act in actual investment cases.
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8. Data Analysis (Expected Discussion)

>

>

It is believed that the study will reveal the positive impact of financial literacy on investment behavior
and its synergic effect with financial experience.

In the middle of this, the behavioral factors come in as mediators because, despite the fortunates, the
literate may still act because of cognitive biases.

Thus, the overly confident ones can result in or push trading to the limits, on the contrary, accompanied
by risk aversion which is a Restricting investment opportunities.

Furthermore, the results will thus uncover that the key to the making of such decisions is through the
combination of the only two things: knowledge, experience, and behavior in making financial decisions.

9. Results and Discussion

v

v

The research will show that solely financial literacy cannot define the full investment behavior.

Although knowledge is essential, it needs to be backed by experience and discipline of behavior.

Workers with higher education tend to show a gap between their knowledge and action. The reason for
this can be found in the influence of cognitive biases like fear, overconfidence, and social influence.

Using both models gives a true picture of the investment behavior since the models are examined with
more than one factor. It argues that the training in finance should be based not only on knowledge but also
on behavioral training.

10. Conclusion

The research ends up with the corollary that the investment behavior is a multichannel occurrence and is
affected by financial literacy, financial experience, and behavioral factors. Solely traditional methods, which

mainly concentrate on the financial knowledge, cannot adequately demonstrate the real-life decision-making.

The integrated model format proposed in this study delivers a detailed pattern for comprehending investment

behavior in the case ofeducated professionals. It indicates that it is necessary to have a holistic financial
education besides practical exposure and behavioral awareness.

11. Recommendations/Implications

The financial education schemes must have behavioral training as a constituent part.

Events where financial planning is discussed should be organized by the organizations.
Practical work should be the main focus of individuals together with the theoretical knowledge.
The policymakers ought to create investor awareness campaigns.

12. Limitation of the study:

O
O
O

The sample that was used is limited.
The study concentrates on a certain group (educated professionals).
Data gathered through self-reports may be biased.
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13. Future Scope:

The research in the future can:

<> Be based on more diverse and larger samples

<> Conduct long-term studies

<> Investigate digital financial literacy

<> Rely on sophisticated statistical analyses like SEM
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