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Abstract: The Systematic Investment Plans (SIPs) have proved to be one of the most organized and
convenient methods of investing in the Indian mutual fund sector. By allowing the investor to make a
systematic investment of a fixed amount of money periodically in mutual fund schemes, SIPs help the
investor to make disciplined investments, overcome the psychological factor of market timing, and make
use of the power of compounding. In recent years, there has been a substantial rise in the number of SIP
registrations and monthly investments in India, thanks to the efforts of the Association-of Mutual Funds
in India, which has been conducting awareness programs across the country under the guidance of the
Securities and Exchange Board of India.

This paper focuses on the relationship between SIP awareness and investment decision-making
behaviour. Through the use of a descriptive research design and survey-based primary and secondary
data from official and academic sources, this paper focuses on the awareness level and its relationship
with participation, risk-taking ability, continuous investment, and diversification of investment
portfolios. The findings of this paper will aid in developing recommendations to enhance financial
literacy, investor protection, and informed financial decision-making in India.

I. INTRODUCTION

There has been a structural shift in the Indian financial system over the past two decades. Historically,
Indian households have been investing their savings in low-risk assets such as fixed deposits, gold, postal
savings, and real estate. However, the financial liberalization, technology, transparency, and regulatory
changes have come about that encourage the retail sector to invest in the capital markets. Mutual funds
or SIPs to be specific have emerged to be the center point of this shift among all the financial products.
SIPs allow investors to invest a fixed amount of money at fixed intervals — monthly, quarterly or annually
— thus investing the habit of systematic investing. The rupee cost averaging accomplished through this
kind of investment renders the funds less vulnerable to the fluctuations in the stock market in the short
term. Besides, the compounding effect optimizes long term investment benefits.

Investor awareness campaigns like the “Mutual Funds Sahi Hai” have taken a fundamental role in
transforming the retail investor behaviour by demystifying financial jargons and creating trust. Digital
transformation has also been at play to accelerate adoption further, where mobile applications are
available for investing, the KYC process can be done online, and payment for investments is automated,
making investing hassle-free and accessible.
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However, awareness has many dimensions. Awareness of SIPs is multidimensional, and simply being
aware of SIPs does not mean that the individual has an in-depth understanding of them. The knowledge
that investors have about SIPs is often partial, such that they develop a wrong idea about returns,
underestimate risks, or stupefy themselves to discontinue investment at the sight of poor market
performance. Behavioural finance studies exhibit that investment decisions are based on rationality as
well as psychological biases of loss aversion, anchoring, herding and overconfidence.

Hence, an analysis of SIP awareness calls for financial theory, behavioural, demographic, and socio-
economic factors. The theory is important for policymakers, financial educators, and institutions to
consider as they seek to improve financial inclusion and investor protection frameworks.

1. STATEMENT OF THE PROBLEM

Although the SIP contributions have grown steadily in India, the rates of financial literacy remain uneven
between different regions and socio-economic groups, with reports of many individuals taking up SIP
investments due to peer influence, social media raising awareness, or aggressive marketing tactics
without a thorough understanding of:

o Exposure to market-linked risk.

e Long commitment period.

o Expenses structure and exit loads.

« Effect of inflation on real returns

« Principles of portfolio diversification

Thus, there is a gap awareness and decision making, because a better awareness could be
demonstrated, but not with a deep understanding, as investors cannot rationally plan their financial
strategies.

The main research question for this study is to what degree does awareness of Systematic Investment
Plan lead to rational, well-informed, and continuous investment decisions among individuals?

This study further looks into whether higher levels of awareness result in participation rate (the
measure of how many people take part in something relative to those eligible)

o Enhanced risk assessment.

« Investment discipline over long term;
o Portfolio diversification.

e Lowered exposure to behavioural biases.

1. OBJECTIVES OF THE STUDY

To assess the level of awareness of SIP by judging the understanding of compounding, fluctuations
of NAV, benefits of systematic investing and risk and returns.

This objective does not only seek to assess awareness of the SIP among investors but also the conceptual
clarity of the investment plan. The respondents will be tested to establish their ability to differentiate
between short-term volatility and long-term growth potential, expense ratios and exit loads, and the
relationship between risk and return.

To examine the association between financial literacy and SIP membership, and identify whether
educated investors will demonstrate higher consistency and bigger investment amounts

This objective is on financial literacy to check whether there is any direct influence and investment
behaviour through the adoption of SIP. The components of financial literacy include understanding the
basics of inflation, diversification, understanding risk and returns, portfolio allocation, and long-term
planning.
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To examine demographic influences such as age, gender, income level, occupation, education and
urban-rural location on investment decisions.
e Age: The younger investors are more likely to take risk due to longer investment periods whereas
the older ones are likely to play safe with the capital.
e Gender: Perception and confidence in financial knowledge may differ by gender and affect
participation rates.
e Income Level: Amount of investment and continuity of investment is high among higher income
groups.
e Occupation: Salaried employees having a fixed income show SIP investments more than the
self-employed (Occupation: 2021).
e Education: The level of education is also a predictor of financial literacy; the more educated, the
better the understanding of financial matters.
e Location: Urban investors may have more access to digital platforms and financial advisors in
comparison to rural residents.

To Identify Behavioural Biases Affecting SIP Investment Continuity
Loss Avoidance, Herd Mentality, Overconfidence, Short-Term Performance Chasing

To propose ways to clarify financial information and encourage smarter, more consistent investing.
Structured financial education programs at educational institutions, Digital awareness campaigns
targeting mass populations, Simplified educational materials explaining SIP concepts, Behavioural
Choice options to encourage long-term investing, Stronger regulation oversights of financial promotions
and Personalized advisory services for beginner investors.

RESEARCH METHODOLOGY

RESEARCH DESIGN
A descriptive research design is adopted to analyze in a systematic manner investor awareness levels and
the corresponding decision-making behaviour. This is to ensure that patterns are observed in detail
without interfering with the existing variables.
DATA COLLECTION METHODS
PRIMARY DATA
Primary data is collected through questionnaires with structured questions, including closed and Likert
scale questions. With regard to variables, the questionnaire measures:

e Awareness score (questions related to knowledge)

e Perception of risk

e Number of investments made and the investment amount

e Behavioural tendencies during market volatility

e Sources of financial information

SECONDARY INFORMATION
Secondary data is obtained from:
e SEBI annual reports
e AMFI industry statistics
¢ RBI financial literacy surveys
e Peer-reviewed journals on behavioural finance and investment decision making

SAMPLING TECHNIQUE
Convenience sampling is used owing to inaccessibility. The respondents are selected from the urban and
semi-urban populations, including students.

SAMPLE SIZE
A sample of respondents enhance reliability and allows a meaningful statistical interpretation.
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ANALYTICAL TOOLS
e Percentage analysis for demographics distribution
e Cross tabulation for demographic comparison
e Bar chart and pie chart as graphical tools for representation

LIMITATIONS
e Limited geographical coverage
e Response bias may arise due to the use of self-administered questionnaires

e Cross-sectional design cannot assess behaviour over a long period

Awareness of Systematic Investment Plans (SIPs)?

300

200

100

Yes Heard of it but not sure No

Awareness of Systematic Investment Plans (SIPs)?

Understanding of Risk Associated With SIPs

Wery low risk

High risk.
507

Maderate risk
54 0%

Gender Invest in SIP (%) Do Not Invest in SIP (%) Total (%)
Male 68% 32% 100%
Female 52% 48% 100%
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THEORETICAL FRAMEWORK

1. MODERN PORTFOLIO THEORY (MPT)

Harry Markowitz introduced Modern Portfolio Theory (MPT) in 1952; MPT describes how to create a
portfolio that will maximize expected return given a level of risk. MPT defines the principle that by adding
different types of securities to your portfolio, you can reduce the risk associated with investing by
diversifying your investments over many different types of securities instead of concentrating all your
investments into one type of security.

MPT identifies two types of portfolio risk: systematic risk (market risk which is not able to be diversified
out) and unsystematic risk (security specific risk which can be reduced through diversification). By holding
assets that do not perfectly correlate with each other, you can reduce the volatility of the total portfolio
while not reducing expected return. This concept is illustrated through the “efficient frontier,” which
provides a way to identify the optimal risk-return trade-off for a given standard-level of return.
Therefore, SIP provides an investment method that is consistent with the risk optimization principles
identified by Markowitz.

2. BEHAVIOURAL FINANCE THEORY
Standard economic theories generally presume that investors are rational actors who use a logical approach
to make decisions, and seek to maximize utility. In contrast, the Behavioural Finance Theory is an
extension of economic theory that incorporates behavioural insights into financial decision-making. Daniel
Kahneman and Amos Tversky have made substantial contributions to the new field of Behavioural Finance
through their introduction of Prospect Theory, which attempts to explain the actual behaviour of
individuals in the context of making decisions under conditions of uncertainty and risk.
Some common behavioural biases associated with SIPs include:
*Overconfidence Bias - investor over-estimation of their own knowledge or ability to predict the
market results in frequent fund changes or trying to time the market.
*Herd Behaviour - individuals often follow the actions of others and/or market trends without
doing independent research and, therefore, tend to invest in popular funds simply based on the fact
that others are doing it.
*Anchoring Bias - investors often use previous-performance-based expectations to make decisions
rather than consider the future potential.
*Recency Bias - recent market events cause excessive influence on current expectations and there
is a tendency to chase the performance or returns of the market over the short term.
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3. THEORY OF PLANNED BEHAVIOUR (TPB)
The Theory of Planned Behaviour (TPB), which was created by Icek Ajzen, is a psychological theory that
helps us understand how people's intentions affect their behaviours. According to TPB, there are three
parts that determine someone's behaviour:

1. Their attitude - whether they view the behaviour as positive or negative.

2. Subjective Norms - how much pressure they feel from family and friends to act a certain way.

3. Perceived Behavioural Control - the extent to which they believe they are capable of doing

something.

4. INTEGRATION OF THEORIES IN THE STUDY

By integrating MPT, Behavioural Finance Theory, and TPB, a model was developed for analysing SIP
knowledge, its impact on investor's investment decisions. MPT gives a rational base for SIP investments,
Behavioural Finance shows the psychological processes behind investors used to deviate from rational,
MPT behaviour.

TPB demonstrates the importance of the variables of awareness, social influence and perceived ease along
with the goal of translating these into investment behaviour. Between the three theories, investors will
have a multidimensional understanding of SIP filled into their investment behaviour, how they gain
knowledge and then evaluate SIP, and act on information reflecting SIP.

IV. ANALYSIS

1. GROWTH OF SIP INVESTMENTS

The constant and significant growth in SIP contributions shows ongoing improvements in digital
accessibility and growing confidence within the Indian investment community. Accessibility through
online channels, streamlined documentation, and pre-authorized bank mandates have all reduced the
barriers to entry for investors. However, SIP penetration rates are primarily confined to urban areas where
there are higher levels of education and financial sophistication.

2. AWARENESS VS. PARTICIPATION GAP

While awareness of SIPs has grown, several issues affect active participation: the stability of a person's
income, their level of trust in the financial institutions they deal with, and how they view the risk of loss
in the market. An individual's lack of comfort with SIPs may limit their ability. to invest as a result of
potential capital losses. This is particularly true today with the way market values have fluctuated so much
recently.

Simply knowing that SIPs exist does not mean that someone has a good understanding of what they are.
Because many people do not understand how long-term compounding can work in their favour, they will
withdraw from an investment before time is up.

3. ROLE OF DEMOGRAPHIC FACTORS

Demographically speaking, younger investors are adopting SIPs at much greater rates than older investors,
primarily because they are more digitally savvy and have longer-term financial planning objectives.
Additionally, there are more high-income earners who make larger size investments and continue to invest
over time. Greater education levels correspond to being more risk tolerant and diversifying your
investments.

4. BEHAVIOURAL BIASES AND EMOTIONAL DECISION-MAKING

The performance of SIPs is greatly impacted by the investor's state of mind. The tendency to avoid loss
causes many investors to stop SIPs during down times and the behaviour of following the herd causes
many investors to invest into "hot" areas without giving much consideration into the chosen investment.
Anchoring bias leads investors to compare their SIP returns against unrealistic benchmarks.

5. INFLUENCE OF DIGITAL AND SOCIAL MEDIA
Social media, fintech ads, and influencers have a major impact on how investors view the marketplace.
Digital access has created a convenient way for investors to track their investments; however, it has caused
investors to chase performance and invest speculatively.

IJCRT2603083 | International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org | a678


http://www.ijcrt.org/

www.ijcrt.org © 2026 IJCRT | Volume 14, Issue 3 March 2026 | ISSN: 2320-2882
V. CONCLUSION

The findings of the study demonstrate that increased awareness of SIPs has a positive effect on
participation and ongoing investment. However, the knowledge alone is not enough to ensure that
individuals will make rational or disciplined decisions. Financial literacy, demographic characteristics,
behavioural patterns, and socioeconomic stability will help determine how individuals decide to invest.
Increased regulatory efforts and campaigns to create awareness of SIPs have resulted in significant
increases in retail investment participation. Still, there are ongoing issues with risk definition, behavioural
discipline, and long-term commitment.
To close the gap between awareness and action, policymakers, and financial institutions must:

e Strengthen the development of structured financial literacy programs

e Incorporate behavioural finance education

e Promote clear and transparent communication regarding risk

e Increase outreach efforts to underserved communities

e Encourage long-term investment discipline.

SIPs have the power to significantly contribute to wealth creation and financial inclusion in India;
therefore, policymakers must continuously focus on creating awareness and educating the public on SIPs.;
the need to implement education reforms and behavioural changes to convert awareness into sound and
consistent investment decisions.
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