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ABSTRACT 

 

Finance is the basic need of Humans it includes Acquiring & managing money. Management of 

money in this modern world is not difficult as there are so many avenues of investment where one 

can invest & got awarded with Return but of course the risk is associated with every investment. 

This Research paper is primarily focused on needs of Financial planning for Individual investors. 

A financial plan refers to a series of process such as determination of current financial Situation, 

development of financial Goal, Identification of alternative course of action, evaluation of 

alternatives, Creation and implementation of financial Plan, timely reviewing & revision of plans.  

The concept of financial planning goes hand in hand as we grow old the more we earn the more 

we save, the more we invest as well as it’s a step by step process wherein it helps people to control 

the expenses & invest more in the early stage of the life cycle. The needs of people vary from time 

to time initially investment is for wealth Creation afterwards saving tax, child education, retirement 

planning. In this research paper the focus is more upon effectiveness of investing with regard to 

risk, return & investment strategies of Individual Investor’s. 
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---------------------------------------------------------------------------------------------------- 

 

INTRODUCTION 

 

When money earned is to invest for the creation of wealth, for the future needs it need to be 

invested in an ideal way to generate maximum returns taking into consideration the individual’s 

risk profile and time horizon of the goal and the taxation aspects related to personal finance. In 

olden days, managing money was not so difficult- high interest rates, assured return schemes, 

government sponsored retirement benefits, few financial products, a strong joint family system, a 

modest lifestyle and cost of living - all made it convenient for a common man to manage the money 

without any expertise of investment. The economic and the personal finance landscape have 

changed drastically since the early 90’s as the Indian Economy opened up and financial sector 

reforms were undertaken. The need of Financial Planning arise it act as a guide to understand how 

much to spend, on what to spend, investment should be for short term or long term, what should 

be the proper mix of risk & return, review & revision of investment decision time to time etc. 

 

Investment is subject to Identification of Financial goals, assessment of present income & 

estimation of future appraisal on the basis of same one can frame a road map to achieve financial 

goals & can utilize the savings towards investment to generate return. To go on to financial journey 

defining financial goals is the first & foremost step accordingly a right risk return profile can be 

framed up to execute the financial plan. Once the plan got executed review & rebalance of plan is 

very important as the goals get changed with our investment priority, as we grow old the priority 
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from wealth creation is shifted towards real estate planning to child education to retirement 

planning & so on. 

 

The investment options available for investments in the present era has increased to manifolds so 

as the complexities that’s why before initiating understanding the financial decision, the goal 

whether long term or short term, the risk & return mix, cash flow analysis, taxation strategy, 

inflation rate, interest rate, insurance planning etc. Are very important to consider before investing. 

There are variety of asset classes & investment vehicles which are available having similar or 

different characteristics subject to same laws & regulations like Equity, Fixed Income, 

Commodities, Real Estate, Mutual Funds & so on. The Market is all set for the investors, they 

need to make choices as per their respective goals else they can go with advisory services provided 

by Financial planners or Investment counselors which are readily available having expertise in 

investment/Market segment.  

 

BRIEF REVIEW OF THE AVAILABLE LITERATURE 

 

Long Term investing strategy 

 

Kaia kask (1987) discusses value investing a long-term investment strategy that is based on 

investing in stocks with relatively low fundamentals (most often with a low price to earning ratio) 

and finally yields a higher total rate of return from investing than other active strategies. The aim 

of the paper is to find in which way the excess return earned from value investing is influenced by 

investors’ behavior in the market and also by the organizational culture of value investing 

companies. The main research question asked within the paper is why the value investing strategy 

provides investors with relatively higher total return at lower risk than other investment strategies. 

The article provides evidence that the direct driver of the excess return from the value investing 

strategy is the behaviour of investors, while organisational culture has an indirect impact on the 

rate of return on investment through the performance level of value stock companies. 

Prejudiced Factors 

Daniel Kahneman (1988) introduces useful distinctions among three approaches to the analysis 

of decisions prejudiced. Normative analysis is concerned with the rational solution to the decision 

problem. It defines the ideal that actual decisions should to approximate. Descriptive analysis is 

concerned with the manner in which real people actually make decisions. Prescriptive analysis is 

concerned with practical advice and help that people could use to make more rational decisions. 

Financial advising is a prescriptive activity whose main objective should be to guide investors to 

make decisions that best serve their interests. To advise effectively, advisors must be guided by an 

accurate picture of the cognitive and emotional weaknesses of investors that relate to making 

investment decisions. The goal of learning about cognitive illusions and decision making is to 

develop the skill of recognizing situations in which a particular error is likely. In such situations, 

as in the case of Exhibit 1, intuition cannot be trusted and it must be supplemented or replaced by 

more critical or analytical thinking three equivalent of using a ruler to avoid a visual illusion. 

Providing timely warnings about the pitfalls of intuition should be one of the responsibilities of 

financial advisors. More generally, an ability to recognize situations in which one is likely to make 
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large errors is a useful skill for any decision maker. He concludes in his study with a checklist that 

advisors can use to measure their effectiveness at dealing with these biases. 

According to Nik Maheran Nik Muhammad (1989), Behavioral finance models often rely on a 

concept of individual investors who are prone to judgment and decision making errors. This article 

provide brief introduction of behavioral finance which encompasses research that drops the 

traditional assumptions of expected utility maximization with rational investors in efficient 

markets. He also reviews prior research and extensive evidence about how psychological biases 

affect investor behavior and prices. He found that the most common behavior that most investors 

do when making investment decision are  

(1) Investors often do not participate in all asset and security categories,  

(2) Individual investors exhibit loss- Adverse behavior, 

 (3) Investors use past performance as an indicator of future performance in stock purchase 

decisions,  

(4) Investors trade too aggressively,  

(5) Investors behave on status quo,  

(6) Investors do not always form efficient portfolios,  

(7) Investors behave parallel to each other, and  

(8) Investors are influenced by historical high or low trading stocks.  

 

However, there are relatively low-cost measures to help investors make better choices & make the 

market more efficient. This involves regulations, investment education and perhaps some efforts 

to standardize mutual fund advertising. Moreover a case can be made for regulations to protect 

foolish investors by restricting their freedom of action of those that may prey upon them.                                                     

 

Rod Cross,Michael Grinfeld, Harbir Lamba & TimSeaman (1990) introduce a class of agent 

based market models founded upon simple descriptions of investor psychology. Agents are subject 

to various psychological tensions induced by market conditions, and endowed with a minimal 

`personality'. This personality consists of a threshold level for each of the tensions being modeled; 

the agent reacts whenever a tension threshold is reached. They consider an elementary model 

including just two such tensions.  

 

In the opinion of Werner F.M. De Bondt (1990), behavioural finance models often rely on a 

concept of noise traders who are prone to judgment and decision making errors. What do noise 

traders do? He reviewed prior and present new survey evidence on the behavior of small individual 

investors who manage their own equity portfolios. Many people(1) discover naive patterns in past 

Price movements, (2) share popular models of value,(3)are not properly diversified, and (4) trade 

in suboptimal ways. 

 

Tendency of Investors 

Boldea Bogdan Ion, Stanculescu Mircea & Boldea Costin-Radu (1991), in his study, determine 

a general behavior of a multi-agent model capable of describing the process of deliberation of an 

investors group which may repeatedly decide whether to buy or sell an asset. Each adaptive agent 

was modeled as a collection of strategies which is optimized by an evolutionary algorithm (EA). 
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The paper investigates the implications and the effect of the learning process for the information 

strategies used by the agents in the process of deliberation of buy and sells order. 

 

Terrance Odean (1998), in his study, tests the disposition effect, the tendency of investors to hold 

losing investments too long and sell winning investments too soon, by analyzing trading records 

for 10,000 accounts at a large discount brokerage house. These investors demonstrate a strong 

preference for realizing winners rather than losers. Their behavior does not appear to be motivated 

by a desire to rebalance portfolios, or to avoid the higher trading costs of low priced stocks. Nor 

is it justified by subsequent portfolio performance. For taxable investments, it is suboptimal and 

leads to lower after-tax returns. Tax-motivated selling is most evident in December. 

 

Risk tolerance  

 

Syed Tabassum Sultana (2010), opines in his study, that, Indian investor today have to endure 

sluggish economy, the steep market declines prompted by deteriorating revenues, alarming reports 

of scandals ranging from illegal corporate accounting practices like that of Satyam to insider 

trading to make investment decisions. She, in her study, while discussing the characteristics of the 

Indian Volume-I, No.-3, January --June 2012 Business Spectrum ISSN-2249-4804 individual 

investors along, makes an attempt to discover the relationship between a dependent variable i.e., 

Risk Tolerance level and independent variables such as Age, Gender of an individual investor on 

the basis of the survey. Indian investors are high income, well educated, salaried, and independent 

in making investment decisions and conservative investors. From the empirical study it was found 

that irrespective of gender, most of the investors (41%) are found have low risk tolerance level and 

many others (34%) have high risk tolerance level rather than moderate risk tolerance level. It is 

also found that there is a strong negative correlation between Age and Risk tolerance level of the 

investor. Television is the media that is largely influencing the investor’s decisions. Hence, this 

study can facilitate the investment product designers to design products which can cater to the 

investors who are low risk tolerant. 

 

 Investment criteria/approach 

 

Geoffrey Williams (2011) provides an empirical analysis of the differences between socially 

responsible investors (SRI) and conventional investors in six countries. He showed that differences 

are seen more often in investor attitudes and behavior rather than in other criteria such as 

demographics. SRI investors appear to care more about social criteria rather than financial and 

shareholder interests and are more likely to punish firms for poor social performance as consumers 

as well as in their investment choices. All investors believe that good corporate social performance 

leads to good financial performance but conventional investors do not appear to follow this through 

in their portfolios. Market context also appears to be important.  

                                                                                                                                                         

In The opinion of Iqbal Mahmood, Habib Ahmad & Mansoor Anjum(2011),the  finance has 

been recognized as an important area in the study of recent finance literature. Its implicit objective 

is to discover and remedy the deviations from the rational decision making in the investment 

process. They examined the role of various socioeconomic, demographic and attitudinal factors 

affecting the investment decision of investors in the market. Based on the previous studies, factors 

that could influence holdings of bonds and stocks include three sets of variables demographic 
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characteristics, financial resources and socio-psychological variables. Socio-demographic 

variables included educational levels, age, gender, marital status, and race of the household head. 

Financial variables included the level of income, checking amount and savings amount. Five 

psychological variables were: expectation for economy, expectation for interest rates, expectation 

for family income, saving motives and financial planning horizon (Zhong & Xiao, 1995) 

 

VolumeI, No.-3, January --June 2012 Business Spectrum ISSN-2249-4804Age and stock holdings 

are positively related (Kreinin, 1959). However, older investors have been found to be more 

conservative in their investment behavior (Baker&Haslem,1974;Lease, Lewellen & Schlarbaum, 

1974; Lewellwn, Lease & Schlarbaum, 1977). Male consumers were more likely than females to 

invest in real estates, common stocks, and corporate bonds, but females were more likely to own 

government bonds (Haynes & Helms, 1990). An earlier study indicated that females were more 

likely than males to emphasize the importance of expected dividend yield and price stability (Baker 

& Haslem, 1974). 

 

There are various types of motivational issues and personality which are related to a specific 

individual and these will play an effective role in the savings and investment decisions related with 

each individual (Maslow, 1954). 

 

As the risk factor is inseparable with the functions like investment or savings, hence it is necessary 

to understand the financial risk tolerance factors of an individual. The various risk tolerance factors 

associated with an individual play very important roles in his/her various financial decision 

makings (Hallahan, Faff & McKenzie, 2004).Perceived saving motives were different in terms of 

the household’s home ownership, marital status, number of children, life cycle stage, employment 

status, income, asset and debt categories, net worth, and the head’s gender and education (Xiao & 

Noring, 1994). 

 

Factors influencing Investor’s behavior 

Ebenezer Bennet and Murugesan Selvam, (2011) in their study entitled ªFactors Influencing 

Retail Investors' Attitude towards Investing in Equity Stocks: A Study in Tamil Naduº, found that 

the factors influencing the retail investor's attitude. This study develops a modified questionnaire. 

The average value of the five top highly influential factors according to the sample retail investors' 

were Investors' tolerance for risk, strength of the Indian economy, media focus on the stock market, 

political stability. 

Sureshrajan, (2013) in his study entitled A Study on Investors' Preference Attitude in Investment 

Avenue. The study examined various levels of Investors' preference ratio and attitude against the 

investment. The result interprets whether their attitudes are significance. Data has been collected 

based on the structured questionnaire. The analytical part is analyzed by appropriate statistical test 

like Kruskal- Wallis rank and significance test. The study found that the sample of stratified 

investors like Government employee, Private employee, Business people and House wives are 

having different age, different education, different professionals, and different income their 

attitude of investment have no difference, investors are like to reduce the risk in their investment, 

on the basis sample Investors are evenly choosing the investment avenue. 
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Kajal Gandhi, (2015) in his study entitled Retail Investors Participation in Indian Stock Market-

A Survey, found that the passive investors on the other hand are those who are not frequently 

transacting in stock market activity and are risk averse. They make no attempt to distinguish 

between attractive and unattractive securities or forecast securities prices, or time markets and 

market sectors. Though they want to make profit in long term, but accept the average returns. 

Passive investors will purchase investments with the intention of long-term appreciation and 

limited maintenance. For the purpose of the analysis, in context of retail individual investors, 

passive investors are taken as those investors who participate very less in stock market in 

comparison to active investors. 

Identification of the Research Gap 

After swimming within a glimpse of above available literature (keeping in mind the searching 

limitations), it becomes crystal clear that all the study basically reveals that- 

•  Investors do not have sufficient knowledge & experience regarding investments.  

• Investor’s realizing that their personal knowledge & experience is insufficient to make 

correct decisions. 

• No comprehensive study has yet been made which would throw light on the impact of 

effectiveness of financial planning for individual investors.  

 

OBJECTIVES OF THE STUDY 

The objectives of study are as follows- 

1. To explore the investor’s behavior pattern in Pune city. 

2. To study the impact of financial planning on investment risks, returns & strategies of 

individual investors. 

3. Exploring factors driving the needs for financial planning or financial advisory services. 

Hypothesis of the study- 

H0-There is no significant impact of financial planning on investment risks. 

H1- There is a significant impact of financial planning on investment risks. 

Ho- There is no significant impact of financial planning on returns. 

H1- There is a significant impact of financial planning on returns. 

 

PROPOSED METHODOLOGY OF THE STUDY 

1. To explore the investor’s behavior pattern in Pune 

Conceptual Research Design-Exploratory research 
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Research method-qualitative techniques (behavior) based on demographic factors 

Research strategies- 

• Primary data as structured questionnaires through Google Forms 

• The sample selected based on random sampling procedure for the purpose of research 69 

samples were collected. 

2. Exploring the impact of financial planning on investment risks, returns & strategies of 

individual investors 

Conceptual research design- causal research 

Research method- quantitative techniques 

Research strategies- 

•  Primary data collected through questionnaires (Google Form) 

• Random sampling procedure sample size was 69. 

• Hypothesis- 

H0-There is no significant impact of financial planning on investment risks. 

H1- There is a significant impact of financial planning on investment risks. 

H0- There is no significant impact of financial planning on returns. 

H1-- There is a significant impact of financial planning on returns. 

 Data analysis tool- Oracle Analytics Cloud (OAC) version 5.9 

 

3. Exploring factors driving the needs for financial planning or financial   advisory services. 

Conceptual research design –Exploratory 

Research method- quantitative techniques 

Research strategies- 

• Data collection through surveys (Google Form) 

Scope & Limitations of the study 

The scope of financial planning is very wide and also of upward changing scenario. As subject is 

very wide, The study focuses on the investment pattern of the individual investors in Pune City & 

how with the help of Investment strategies they could maximize their return as the latest mantra of 

today for success is “invest for Secure tomorrow” so following the concept of  invest for secure 
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tomorrow financial  planning augments the investment of the people by investing their amount in 

the most profitable sector  as per the need of the individual investors in line with financial planning 

or suitable investment strategies.  

The sample of this study is limited to individual investors & the investors of Pune city only. This 

study illustrates the relevance of using theoretical insights and methods from fields such as 

Investor behavior, Investing Strategies, Motive of Investment, Risk & Return analysis need of 

financial planning, investments goals etc. due to time limitation collecting in-depth information 

was not possible. 

 

Data Analysis & Interpretation 

 

 To explore the investor’s behavior pattern in Pune 

 Investor’s behavior pattern based on demographical factors 

 

 

Age 

distribution 

of 

Respondent 

No. of 

Respondent  

Gender % Marital 

Status 

% 

Below 30 20 Male 74 Married 81 

30-40 38 Female 26 Unmarried 19 

40-50 26 - - -- - 

Above 50 16 - - -- - 

 

 

On the basis of Demographic factors, it is interpreted that Maximum investors 38% belong to 30-

40 age group & 26% from 40-50 age group as this is the time when they are more keen on investing 

with their respective goals. When people earn more save more & invest more initially with the age 

group of 30-40 they start with saving habits with basic portfolio & afterwards this become 

necessity in the form of financial planning. Number of male respondents are more this shows that 

on the basis of gender Males are more prone towards investing as well as by marital status the need 

of investing change on towards savings to investment& investment to future needs. 
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 Exploring the impact of financial planning on investment Risks, Returns & Strategies 

of individual investors. 
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The question here for the investors was where you Invest? With Multiple options they were having 

of only Equity, Equity & debentures, Equity Mutual Funds, Debt Mutual Funds, PPF, Chit Funds, 

Bank FD, Senior citizen’s Saving Scheme, National Pension Scheme, Commodity Market, 

Insurance Policy, Post Office Deposits, Gold& Real Estate with Check boxes that means they can 

choose combination of Investments or Single Investment avenue on the basis of which  Balanced 

portfolio, high Risk Portfolio & low Risk Portfolio Constructed; so the above table shows that out 

of 69 samples  55.07% Investors  choose Balanced portfolio  39.13% Investors choose Low-risk 

Portfolio & remaining  5.80% Investors choose high risk portfolio. Investors are more keen on 

balancing risk & return mix by investing in multiple avenues available with appropriate Investment 

strategies so that appreciation/depreciation on investment & interest on Investment can be 

balanced. The impact of age is also seen in investment choices, investors below 30 had a high risk 

portfolio whereas 30-40 age group focused more on Balanced portfolio. There is no impact of age 

on low risk portfolio because investors in every age group are investing in low risk & fixed return 

portfolio’s. 

 

 

 Exploring factors driving the needs for financial planning or financial advisory 

services. 

 

Journal of Interdisciplinary Cycle Research

Volume XIII, Issue I, January/2021

ISSN NO: 0022-1945

Page No:1137



 
 

 

From the above table it becomes clear that for investment decisions there should be enough 

knowledge or expertise, people rely more on Fundamental analysis, Recommendations, Internet 

/searching the web as we are in the technological advancement era where everything is there on 

the web so the investing activity preferred to be done with the help of Web, whereas they have 

least preferred for Financial advisory services, newspaper/television & Colleagues. 

 

 

What is the Motive of Investment? 

 

 

Wealth Creation 56% Investment Goals  % 

Retirement planning 55.1% Long term 84.1 

Child Education 47.8% Short term 15.9 

Child Marriage 26.1% -- -- 

Hobby  10.1% -- -- 

Real estate Planning 10.1% -- -- 

All 20.3% -- -- 

 

While researching for this Investors were given checkboxes to fill in the Motive of Investment 

where they can go for single choice or Multiple choices, investors choose the motive as Wealth 

Creation, Retirement planning& Child Education with long term Goals of Investment.  

 

 

 

FINANCIAL LITERACY & SATISFACTION LEVEL OF INVESTOR’S 
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Investors are having sufficient knowledge with whatever strategies of Investment they have 

adopted as well as they are satisfied with the Return & risk they are bearing, when it comes to 

expertise they do believe that expertise is needed when you are playing with your hard earned 

money so that you could balance up Risk & Return. 

 

 

FINDINGS OF THE STUDY 

 

 Investors preferred to have a balanced Portfolio (proportionate Risk & Return Mix). 

 The goal of investment was for long term. 

 Investors are investing with the motive of Wealth Creation, Retirement Planning, Child 

Education which are the basic priorities of life. 

 The investment strategies comprised of Equity, Equity Mutual Funds, PPF, Bank FD’s 

senior citizen saving schemes. 

 Investors are having sufficient knowledge of Investment. 

 Investors Rely more on Fundamental analysis, Internet /searching the Web & 

Recommendations for Investing. 

 Investors believe that preparing a personal financial plan is very Important 98.6 % 

Investors choose the option. 

 Investors are very much satisfied with the Investment strategies they had adopted. 

 Investors believe that Expertise is needed for Taking Investment decisions. 

 

 

 

Parameters of 

Investor’s 

knowledge 

towards 

Investment 

% Satisfaction 

level with 

regard to 

investment 

strategies 

% Do you 

believe 

some sort 

of 

Expertise 

is needed 

while 

Investing 

% 

Very Little 4.5 Yes 72.5 Yes 92.8 

Little 10 No 27.5 No 7.2 

Average 36.2 ---- -------- ---- ----- 

Sufficient 43.5 ----- ------- ----- ------ 

Great Deal 5.8     
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SUGGESTIONS 

 People who are having high risk portfolio they need to balance it else there is always a risk 

of loss of money. 

 Those who are having low risk portfolio, they need to start with mutual funds so that they 

can earn on the money. 

 Investors are investing in fixed return securities so that they can have the advantage of 

interest amount but they need to consider the inflation rate too. 

 Investors need to manage personal finances to meet the financial life Goals. 

 

CONCLUSION 

Finance is the essence for people & Economy, proper financial planning is very Important to 

overcome the Financial Risks. Better financial understanding can be achieved when financial goals 

are set, executed & results reviewed. Financial Planning provides a whole new approach to the 

budget and improves control over the financial lifestyle. Planning for Future in terms of Finance 

is a step by Step process where initially people invest to promote savings but as when they earn 

more, when they settled in their life; the need changed, so as the Financial Plan initially the motive 

of investment was for wealth Creation afterwards it is for Child education, Child marriage 

Retirement planning & so on. Investors are investing their money for the better Future at least from 

point of view of money, they try to financially secure themselves against the future needs by 

following proper financial Strategies, proper mix of Risk & return by balancing the portfolio. 
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