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                             EXECUTIVE SUMMARY 
 

 

 

This research explores the comparative investment preferences of Indian Millennials and Generation 

Z (aged approximately 20–40) between two major avenues: Mutual Funds and Fixed Deposits (FDs). 

With growing financial awareness, higher disposable incomes, and greater exposure to digital 

platforms, young Indian investors are actively seeking diverse options for wealth creation. Despite 

broader exposure, many still lack a complete understanding of the trade-offs involving risk, returns, 

liquidity, and tax implications between these investment products. 

The study aims to analyze the key factors influencing investment behavior among these generations — 

particularly their tolerance for risk, expectations of returns, preference for liquidity, and need for capital 

safety. It also evaluates perceptions and actual performance comparisons between Mutual Funds and 

Fixed Deposits. 

Primary data is collected through a structured questionnaire targeted at 100–150 urban Indian 

Millennials and Gen Z individuals, supplemented with secondary data from RBI reports, AMFI 

publications, and leading investment platforms like Groww and Zerodha. Quantitative analysis through 

Excel and SPSS will uncover patterns, correlations, and differences between demographic subgroups. 

The research answers critical questions about investment preferences, factors driving decision-making, 

the role of financial awareness, and the influence of income and education levels. Hypothesis testing 

will determine if significant differences exist in preferences for Mutual Funds over Fixed Deposits. 

The outcomes will benefit financial advisors, fintech platforms, and policymakers in designing more 

targeted investment products and financial literacy programs tailored to the evolving needs of young 

Indian investors. While the research is limited by sample size and possible respondent bias, it provides 

valuable insights into the changing investment landscape shaped by Millennials and Gen Z. 
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CHAPTER – 1 

Introduction 
 

 

 

1.1 Background 

 

The landscape of personal finance and investment in India has undergone a substantial transformation 

over the past two decades. With the liberalization of the Indian economy in the early 1990s, the 

financial sector opened up to innovation, competition, and new investment avenues. This change 

coincided with a socio-economic revolution that saw India's middle class expand, disposable incomes 

rise, and digital technology penetrate even the most remote regions. 

Today, Millennials (born 1981–1996) and Generation Z (born 1997–2012) constitute a dominant 

segment of the working population in India. Together, they account for over 65% of India’s total 

population, making their investment behavior crucial to the country's economic growth and financial 

market development. These generations are better educated, digitally empowered, and more financially 

aware compared to their predecessors. However, their investment choices remain a blend of traditional 

conservatism and modern experimentation, reflecting both inherited beliefs and new financial 

aspirations. 

Historically, Indian investors have been risk-averse, favoring instruments that guarantee capital safety 

and assured returns. Fixed Deposits (FDs) have long been considered the cornerstone of Indian 

household savings, prized for their simplicity, security, and stable returns. According to RBI data, bank 

deposits account for approximately 55% of total household financial savings in India even today. 

Conversely, the rise of Mutual Funds in India has been a more recent phenomenon. With increasing 

awareness, regulatory reforms, and massive campaigns such as AMFI's "Mutual Funds Sahi Hai", 

mutual fund assets under management (AUM) have witnessed exponential growth. As per AMFI 

reports, India's mutual fund industry crossed ₹50 lakh crore in AUM by March 2024, up from just ₹10 

lakh crore in 2014, highlighting a paradigm shift in investment preferences, especially among the 

younger demographic. 

Despite this progress, a significant proportion of Millennials and Gen Z remain cautious, often 

balancing their portfolios between low-risk Fixed Deposits and market-linked Mutual Funds based on 

their financial goals, risk appetite, and liquidity needs. 

 

 

1.2 Overview of the Indian Financial Sector 

India's financial system comprises a network of banks, non-banking financial companies (NBFCs), 

insurance companies, mutual fund houses (Asset Management Companies - AMCs), and an expanding 

array of fintech startups. The financial sector is tightly regulated by institutions such as: 

• Reserve Bank of India (RBI) – Regulates banks and NBFCs, ensures monetary stability. 

• Securities and Exchange Board of India (SEBI) – Regulates the securities market, including 

Mutual Funds. 

• Insurance Regulatory and Development Authority of India (IRDAI) – Regulates the insurance 

industry. 

• Ministry of Finance – Overall policy direction. 

The sector has grown substantially, driven by reforms like digitization (e.g., UPI), financial inclusion 

programs (e.g., Jan Dhan Yojana), and strong policy initiatives aimed at building investor confidence. 
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The Mutual Fund and Fixed Deposit industries occupy critical spaces in the investment ecosystem: 

Sector AUM / Holdings (March 2024) Regulation Key Participants 

Fixed 

Deposits 

₹180 lakh crore approx. (Banking 

Sector Deposits) 
RBI Public/Private Banks, NBFCs 

Mutual 

Funds 
₹50 lakh crore AUM approx. SEBI 

AMCs like HDFC, SBI, ICICI 

Prudential, etc. 

This table illustrates that while mutual funds have seen rapid growth, bank deposits — including FDs 

— remain the dominant investment vehicle in India. 

 

1.3 Mutual Funds: Structure, Growth, and Regulation 

What are Mutual Funds? 

A Mutual Fund is an investment vehicle that pools money from multiple investors and invests in a 

diversified portfolio of stocks, bonds, or other securities, managed by professional fund managers. It 

offers retail investors access to diversified portfolios with relatively small capital. 

Types of Mutual Funds: 

• Equity Funds – Invest primarily in stocks. 

• Debt Funds – Invest in bonds and other fixed-income securities. 

• Hybrid Funds – Combination of equity and debt. 

• Liquid Funds – Invest in short-term money market instruments. 

Growth Data: 

• In 2010, Mutual Fund AUM stood at just ₹7 lakh crore. 

• By 2024, AUM grew to over ₹50 lakh crore, reflecting a CAGR of over 18%. 

• SIP (Systematic Investment Plan) accounts have surged from 50 lakh in 2016 to over 7 crore 

SIP accounts in 2024. 

Regulation: 

• Regulated by SEBI under the SEBI (Mutual Funds) Regulations, 1996. 

• Mandated transparency norms, minimum corpus size requirements, disclosure of scheme 

information, investor protection measures. 

• NAV (Net Asset Value) disclosure mandated daily. 

• AMFI (Association of Mutual Funds in India) promotes industry growth and self-regulation. 

 

1.4 Fixed Deposits: Structure, Stability, and Regulation 

What are Fixed Deposits? 

Fixed Deposits are savings instruments offered by banks and NBFCs where investors deposit money 

for a fixed tenure at a predetermined interest rate. They provide capital protection and guaranteed 

returns, making them ideal for conservative investors. 

Features: 

• Fixed tenure ranging from 7 days to 10 years. 

• Predetermined, guaranteed interest rate. 

• Early withdrawal allowed but subject to penalties. 

Growth Data: 

• As per RBI’s Report on Financial Stability (2024), bank deposits grew by 12% year-on-year, 

showing the continued reliance on FDs and similar instruments. 

• Household savings in deposits account for more than ₹180 lakh crore, dwarfing investments in 

market-linked products. 

Regulation: 

• Regulated by the Reserve Bank of India (RBI). 

• Deposit Insurance up to ₹5 lakh per depositor per bank (under DICGC Act, 1961). 

• Periodic reviews of interest rate ceilings. 
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Banks compete for FD deposits by offering differentiated interest rates — public-sector banks typically 

offer 6.5%–7.0%, while small finance banks offer up to 8.5% to attract depositors. 

 

 

 

1.5 Comparative Quantitative Analysis: Mutual Funds vs Fixed Deposits 

Parameter Mutual Funds Fixed Deposits 

Return Potential 
10–15% (Equity funds, Long-Term) 

historically 
6–7.5% (Fixed, Predefined) 

Risk High (Market linked) 
Very Low (Credit Risk exists for NBFC 

FDs) 

Liquidity 
High (Open-end funds redeemable in 2–

3 days) 

Moderate (Penalty for premature 

withdrawal) 

Taxation 
LTCG @10% over ₹1 lakh (Equity); 

Slab-based (Debt) 
Taxed as per income slab 

Protection No guarantee (subject to market risk) Principal insured up to ₹5 lakh (DICGC) 

Ease of 

Investment 

Moderate to Easy (Online apps, KYC 

needed) 

Very Easy (Branch, online, no market 

knowledge needed) 

This comparative analysis shows why FDs continue to dominate when risk aversion is high, but why 

Mutual Funds are gaining favor among those seeking higher, inflation-beating returns. 

 

1.6 Regulatory Changes Impacting Young Investors 

Recent regulatory changes have had a profound impact on investment patterns: 

• SEBI’s TER Cap (Total Expense Ratio cap) made mutual fund investing cheaper and more 

transparent. 

• SEBI’s Categorization Norms (2018) streamlined fund types, reducing investor confusion. 

• Introduction of Flexi-cap Funds (2020) gave fund managers more flexibility, attracting younger 

investors. 

• RBI’s repo rate cuts and hikes directly influenced FD interest rates, pushing investors to look 

beyond traditional savings during periods of low rates (e.g., 2020–2021). 

• Taxation Reforms (Budget 2023): Indexation benefits for debt mutual funds removed, making 

FDs comparatively more attractive for short-term investors. 

Thus, regulatory reforms have acted both as enablers and challenges for different segments of young 

investors. 

 

1.7 Conclusion 

The Indian financial sector today stands at a fascinating juncture where traditional investment vehicles 

like Fixed Deposits coexist and compete with modern, market-linked products like Mutual Funds. For 

Indian Millennials and Gen Z, the investment decision involves navigating between security and 

stability on one hand, and growth and wealth creation on the other. 

Understanding the preferences, behaviors, and challenges faced by these generations is vital — not 

only for financial institutions and policymakers but also for the broader goal of building a financially 

secure and empowered India. As regulatory frameworks evolve and financial literacy spreads, the 

balance between Fixed Deposits and Mutual Funds in young investors' portfolios will offer critical 

insights into the future of personal finance in India. 
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1.8 Recent Trends Among Indian Millennials and Gen Z Investors 

Over the last five years, India's financial landscape has witnessed a surge in first-time investors entering 

the markets. According to AMFI reports, nearly 40% of new mutual fund investors in 2023–24 were 

under the age of 30. Similarly, stock market demat accounts crossed 15 crore in 2024, fueled largely 

by Millennials and Gen Z individuals. 

Several clear trends have emerged: 

• Preference for SIPs: Systematic Investment Plans (SIPs) have become extremely popular. As 

of March 2024, the SIP contribution crossed ₹20,000 crore per month, up from ₹8,000 crore in 

2019. 

• DIY Investing: Young investors prefer managing investments through mobile apps (like 

Groww, Paytm Money, Zerodha) rather than visiting bank branches or financial advisors. 

• Goal-Based Investing: There is a strong trend toward investing with specific goals like buying 

a house, early retirement, overseas education, and emergency funds. 

• Shorter Investment Horizons: Millennials and Gen Z often prefer investments that offer 

liquidity within 3–5 years, aligning with their career and personal mobility. 

• Increasing Interest in ESG Funds: Environmental, Social, and Governance (ESG)-oriented 

mutual funds have seen growing interest among socially-conscious young investors. 

However, despite growing sophistication, a significant portion of young Indians still prioritize safety 

and assured returns — leading to continued reliance on traditional instruments like Fixed Deposits. 

 

 

 

1.9 Popular Mutual Fund and Fixed Deposit Products for Young Investors 

Popular Mutual Funds (2025) 

 

 

 

Fund Name Type 

5-Year 

Returns 

(CAGR) 

Target 

Audience 

Axis Bluechip 

Fund 
Large-cap Equity ~12% 

Moderate risk 

takers 

Mirae Asset 

Emerging 

Bluechip 

Mid-cap Equity ~17% 

Aggressive 

young 

investors 

SBI Equity 

Hybrid Fund 
Hybrid Fund ~11% 

First-time 

Mutual Fund 

investors 

HDFC Liquid 

Fund 
Liquid Fund ~5.5% 

Investors 

seeking 

liquidity 
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Popular Fixed Deposit Offers (2025) 

 

 

Bank Name 
Interest Rate 

(1–3 years) 
Special Feature 

SBI 6.80% 
Senior citizens +0.50% 

extra 

HDFC Bank 7.00% Auto-renewal options 

Equitas Small 

Finance Bank 
8.50% 

High returns for short 

term 

ICICI Bank 6.75% 
Flexi-deposit linked 

savings 

 

 

This comparison illustrates that while FDs provide predictable returns, mutual funds offer wealth-

creation potential over longer time frames. 

 

1.10 Challenges Faced by Mutual Funds and FDs in Attracting Young Investors 

        Challenges for Mutual Funds: 

• Risk Perception: Many young investors wrongly equate mutual funds with stock market 

speculation, ignoring diversified debt and hybrid fund options. 

• Complexity of Choice: Over 2,500 mutual fund schemes exist in India — overwhelming new 

investors. 

• Short-Term Volatility: Negative short-term performance often discourages first-time 

investors. 

           Challenges for Fixed Deposits: 

• Low Real Returns: After adjusting for inflation (~6%), effective FD returns sometimes turn 

negative in real terms. 

• Penalty for Early Withdrawal: Millennials, valuing liquidity and flexibility, often dislike the 

penalties associated with premature FD breaking. 

• Perception of Outdatedness: Fixed Deposits are increasingly seen as “old school” by more 

financially aware young investors seeking higher yields. 
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1.11 Impact of Inflation and Interest Rate Movements 

The macroeconomic environment plays a significant role in influencing investment behavior: 

• Inflation: With retail inflation fluctuating between 5–7% in recent years, many FDs fail to 

deliver inflation-beating returns. 

➔ This pushes return-conscious young investors toward Mutual Funds, especially debt or 

equity-linked savings schemes (ELSS). 

• Interest Rates: 

o During low-interest periods (e.g., 2020–21, post-COVID), FD rates fell below 6%, 

making Mutual Funds comparatively more attractive. 

o In contrast, during rate hikes (e.g., 2022–23), banks started offering 7%–8.5% FDs, 

reviving interest in traditional savings. 

Thus, Millennials and Gen Z increasingly adopt a dynamic approach, moving money 

between FDs and Mutual Funds depending on macroeconomic signals. 

 

 1.12 Real-World Example: Case Study 

Example: 

Rohit, a 29-year-old IT professional from Bengaluru, started his investing journey in 

2020. Initially, 90% of his savings were in Fixed Deposits due to family advice. 

However, noticing the declining interest rates and rising inflation, he began investing 

₹5,000 monthly into a SIP in a large-cap mutual fund. 

By 2024: 

• His FD returns averaged 6.5% per annum. 

• His SIP investments yielded an XIRR (Extended Internal Rate of Return) of around 12% 

annually. 

• Consequently, Rohit now allocates 60% of his monthly savings toward mutual funds and 

keeps the rest in a liquid FD for emergencies. 

This real-life behavioral shift is becoming increasingly common among young Indian 

investors. 
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1.2 Problem Statement 

 

 

Despite increasing financial literacy and access to digital investment platforms, many Indian 

Millennials and Gen Z individuals continue to rely on traditional investment methods without fully 

understanding the comparative risks, returns, liquidity, and tax implications of different options. A 

significant knowledge gap persists regarding the advantages and limitations of newer investment 

avenues like Mutual Funds versus traditional options like Fixed Deposits. This lack of comprehensive 

understanding affects their ability to make informed investment decisions aligned with their financial 

goals. This study aims to identify the key factors influencing the investment preferences of Indian 

Millennials and Gen Z, evaluate their perceptions of Mutual Funds and Fixed Deposits, and assess 

which option they believe provides a better balance of safety, returns, and liquidity.
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1.3 Objectives of the study 

 

 To understand the investment behavior of Indian Millennials and Generation Z, particularly their 

preferences, motivations, and patterns when selecting financial products. 

 

To compare Mutual Funds and Fixed Deposits on key parameters such as risk, return, liquidity, tax 

benefits, and ease of investment, from the perspective of young Indian investors 

 

To assess the perceptions, awareness levels, and biases of Millennials and Gen Z toward Mutual Funds 

and Fixed Deposits, and how these perceptions impact their investment decisions. 

 

To identify the key factors influencing investment choices, such as risk appetite, expected returns, 

financial literacy, income levels, educational background, and access to digital financial platforms. 

 

To examine the relationship between demographic variables (like education, income, and occupation) 

and the preferred type of investment (Mutual Funds or Fixed Deposits). 

 

To evaluate the extent of financial awareness and readiness among Millennials and Gen Z for market-

linked investments compared to traditional saving instruments. 

 

To provide actionable recommendations for financial advisors, fintech platforms, and policymakers to 

design more tailored investment products, marketing strategies, and educational programs targeting 

young Indian investors. 
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1.3 Scope of Study 

 

 The study aims to analyze the investment behavior of Indian Millennials and Gen Z  

(individuals aged 20–40 years) by comparing two major investment options: Mutual Funds (MFs) 

and Fixed Deposits (FDs). Given the rapid digitalization, rising financial awareness, and increasing 

disposable incomes among young Indians, their investment choices are evolving. This research seeks 

to understand the key factors influencing their preferences, the perceived and actual differences 

between Mutual Funds and Fixed Deposits, and the role of financial literacy in their decision-making 

process. 

 

 

 

Key Areas Covered in the Study: 

 

1. Investment Behavior: 

o Preferences of Millennials and Gen Z regarding Mutual Funds vs Fixed Deposits. 

o Investment goals (wealth creation, tax savings, liquidity needs, retirement planning). 

o Level of financial literacy and awareness about these instruments. 

2. Comparison of Mutual Funds and Fixed Deposits Based on: 

o Risk & Returns: Historical performance, volatility, and capital safety. 

o Liquidity & Accessibility: Ease of withdrawal, premature exit, and redemption 

policies. 

o Taxation: Tax implications on returns, tax-saving options (ELSS vs Tax-Saving FDs). 

o Influencing Factors: How income levels, education, and financial awareness impact 

choices. 

3. Demographic Analysis: 

o Role of age, gender, education, and income in investment decisions. 

o The difference in risk appetite between Millennials (25–40) and Gen Z (20–25). 

Scope Limitations: 

• Geographic Focus: The study primarily targets urban Millennials and Gen Z in metro cities 

such as Delhi, Mumbai, Bengaluru, and Hyderabad. 

• Target Audience: Only includes salaried professionals, self-employed individuals, and 

students interested in investing. 

• Exclusions: 

o High-net-worth individuals (HNWIs) who follow different investment strategies. 

o Rural populations where investment behavior differs due to accessibility issues. 

o Advanced investment products like stocks, bonds, REITs, and cryptocurrency. 

The insights gained from this study will help financial institutions, fintech platforms,                    

policymakers, and educators understand young investors' behavior and design more effective 

financial literacy programs and investment products. 
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                                 CHAPTER 2 - Literature Review 

 

 
2.1 Investment Trends Among Indian Millennials and Gen ZI 

Investment patterns in India have evolved over the years due to economic growth, technology 

adoption, and policy reforms. Several studies highlight how younger generations are transitioning 

from traditional savings to market-linked investment avenues. 

 

• Sinha (2022) studied the investment patterns of Indian youth and found that risk 

perception plays a significant role in determining their choice between safe (FDs) and 

growth-oriented (Mutual Funds) investments. 

• AMFI Report (2023) showed that over 40% of new SIP (Systematic Investment Plan) 

registrations came from investors under 35 years old, indicating a shift towards Mutual 

Funds. 

 

 

2.2 Fixed Deposits: The Traditional Safe Haven 

Fixed Deposits have long been the go-to investment choice for Indian households due to                    

their low risk, stable returns, and simplicity. 

• RBI Financial Stability Report (2023) found that 55% of household financial savings in 

India are still held in bank deposits, including FDs. 

• Agarwal (2021) highlighted that Fixed Deposits remain popular among first-time investors 

who are unaware of other options or fear market risks. 

            Despite their popularity, FDs face challenges: 

            Positives: Capital protection, predictable returns, easy to understand. 

             Negatives: Low post-tax returns, lack of flexibility, inflation-adjusted returns often negative. 

             2.3 Growth of Mutual Funds and Changing Investor Perceptions 

Mutual Funds have gained significant traction in India, especially after regulatory reforms     

and campaigns like "Mutual Funds Sahi Hai". 

• SEBI Report (2023) found that Mutual Fund AUM grew from ₹10 lakh crore (2014) to ₹50 

lakh crore (2024), with a large contribution from younger investors. 

• RBI's Household Finance Survey (2022) noted that risk-taking ability increases with 

financial awareness. Millennials and Gen Z with higher education and income are more 

likely to invest in Mutual Funds. 

            Challenges in Mutual Fund adoption: 

            Positives: Potential for high returns, tax benefits, liquidity. 

            Negatives: Market fluctuations, complexity in fund selection, misinformation. 

           2.4 Role of Financial Literacy and Digital Platforms 

• Financial Literacy & Awareness: RBI's Financial Inclusion Report (2023) found that only 

27% of Indians are financially literate. Lack of knowledge leads many investors to over-

rely on FDs instead of exploring diverse options. 

• Digital Influence: Apps like Groww, Zerodha, and Paytm Money have made Mutual Fund 

investing easier, with 70% of new investors using mobile-based platforms (NASSCOM 

Fintech Report, 2023). 

Thus, while Millennials and Gen Z are open to Mutual Funds, awareness and risk perception 

remain major barriers. 
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 CHAPTER 3: Research Methodology 

 

 
3.1 Introduction 

Research methodology is the systematic plan and process for conducting a research study. It lays the 

foundation for gathering data, analyzing information, and drawing meaningful insights to achieve the 

research objectives. This study aims to understand and compare the investment preferences and 

behaviors of Indian Millennials and Gen Z with respect to Mutual Funds and Fixed Deposits. 

The methodology chosen for this research is both descriptive and quantitative, allowing for the 

analysis of current trends, behaviors, and attitudes among a specific age group. It incorporates both 

primary and secondary data to ensure a holistic view of the investment landscape. 

 

3.2 Research Design 

This study adopts a descriptive research design, which helps in understanding “what” exists in the 

current scenario. Descriptive research focuses on identifying patterns, characteristics, and behaviors of 

a target population without manipulating variables. 

The aim is to: 

• Identify how Millennials and Gen Z perceive Mutual Funds and Fixed Deposits. 

• Understand the level of awareness, perceived risk, and financial literacy associated with these 

instruments. 

• Analyze the factors influencing investment decisions such as income, age, education, and 

employment type. 

The design does not aim to establish cause-effect relationships, but rather to collect and interpret data 

that reflects the preferences and choices of the target population. 

 

 

3.3 Research Objectives (Recap for Methodology Alignment) 

1. To examine the investment preferences of Indian Millennials and Gen Z between Mutual Funds 

and Fixed Deposits. 

2. To identify and compare key influencing factors such as risk perception, return expectations, 

liquidity, taxation, and financial literacy. 

3. To assess the role of demographic variables (income, education, age) in determining investment 

choices. 

4. To evaluate the extent of awareness and readiness for market-linked instruments among young 

Indian investors. 

5. To generate insights that can help in designing tailored investment products and financial 

literacy programs. 

 

3.4 Data Collection Methods 

3.4.1 Primary Data 

Primary data was collected through a structured online questionnaire designed using Google Forms. 

The questionnaire consisted of both closed-ended and Likert-scale-based questions to allow for 

quantifiable analysis. 

Key components of the survey included: 

• Demographic information (age, education, income, employment). 

• Investment behavior (Mutual Funds vs Fixed Deposits). 

• Risk tolerance and financial goals. 
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• Awareness and convenience ratings for both instruments. 

• Switching intentions between investment types. 

• Open-ended responses on financial literacy and improvement suggestions. 

The questionnaire ensured anonymity to encourage honest responses and included 18 multiple-choice 

and rating-scale questions, along with 2 open-ended ones. 

3.4.2 Secondary Data 

To supplement and validate the findings from the primary survey, extensive secondary research was 

conducted using credible sources such as: 

• AMFI (Association of Mutual Funds in India) reports for mutual fund adoption trends. 

• RBI (Reserve Bank of India) Financial Stability and Household Savings reports. 

• SEBI investor awareness publications. 

• Fintech platforms such as Groww, Zerodha, and Paytm Money for digital investing trends. 

• Academic journals and previous research papers on investment behavior. 

• News sources like The Economic Times, Business Standard, and Statista for updated 

statistics and market sentiments. 

 

 

3.5 Sampling Design 

3.5.1 Target Population 

The research targets Indian Millennials and Gen Z, specifically individuals aged 20 to 40 years, 

residing in urban and semi-urban areas. This includes: 

• Salaried professionals 

• Self-employed individuals 

• Postgraduate students 

• First-time investors 

This group is highly relevant as they represent the digitally active, financially curious generation that 

is most affected by and engaged with evolving investment products. 

3.5.2 Sampling Method 

A non-probability convenience sampling technique was used due to: 

• Ease of access to respondents through digital channels. 

• Time constraints and limited resources for a broader stratified or random sampling approach. 

While convenience sampling has limitations regarding generalizability, it offers valuable preliminary 

insights and patterns for exploratory research. 

3.5.3 Sample Size 

A total of 90 respondents participated in the survey. While the sample size is modest, it is adequate 

for descriptive statistical analysis and hypothesis testing in small-scale academic research. The focus 

was on quality of insights over mere volume of data. 

 

 

3.6 Research Instruments 

The main tool used for primary data collection was an online questionnaire. The survey included a 

mix of question types: 

• Single-choice questions: For preferences, income, education. 

• Multiple-choice questions: For sources of investment advice. 

• Likert scales (1–5): For satisfaction, importance of risk/returns, financial literacy ratings. 

• Open-ended responses: For qualitative insights into investment mindset and financial 

awareness needs. 

The questionnaire was pre-tested with a small group (pilot study of 10 respondents) to eliminate 

ambiguity and ensure logical flow. 
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3.7 Data Analysis Techniques 

Data collected was exported to MS Excel and IBM SPSS for analysis. The following tools and 

techniques were applied: 

3.7.1 Descriptive Statistics 

Used to present demographic breakdowns, frequency distributions, and average ratings for investment 

knowledge, risk perception, and investment satisfaction. 

3.7.2 Comparative Analysis 

Mutual Funds and Fixed Deposits were compared across parameters such as: 

• Return expectations 

• Risk levels 

• Tax benefits 

• Liquidity 

• Convenience of investment 

This helped identify how each investment avenue is perceived by the respondents. 

3.7.3 Correlation Analysis 

Pearson’s correlation coefficient was applied to identify the strength and direction of relationships 

between: 

• Financial literacy and mutual fund preference 

• Risk appetite and investment choice 

• Age and risk perception 

• Income and investment diversification 

Findings such as a strong positive correlation (r = 0.62) between financial literacy and mutual fund 

preference were key takeaways. 

3.7.4 Visualization Tools 

To enhance understanding and presentation, charts and graphs were used, including: 

• Pie charts (e.g., employment type, education level) 

• Bar graphs (e.g., investment satisfaction, risk rating) 

• Line charts (for comparative performance perception) 

 

3.8 Limitations of Methodology 

1. Sample Size Constraint: With only 90 participants, findings may not be fully generalizable to 

all Indian Millennials or Gen Z across the country. 

2. Geographical Bias: Most respondents were from urban or metro areas, leading to limited 

representation of rural investor behavior. 

3. Convenience Sampling: May introduce selection bias as responses were collected through 

personal/professional networks. 

4. Self-Reported Data: Subject to bias, especially in self-assessed financial literacy or 

satisfaction. 

5. Cross-Sectional Study: Captures a snapshot in time, limiting understanding of how behavior 

may change over economic cycles or life stages. 

 

 

3.9 Ethical Considerations 

• Participation in the survey was voluntary and anonymous. 

• No personal identifiers were collected, and data was used strictly for academic purposes. 

• Respondents were informed about the purpose of the study. 

• No manipulation, incentives, or pressure was applied to elicit responses. 
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3.10 Summary 

This research employed a structured, data-driven methodology that combined quantitative analysis of 

survey responses with secondary research to understand the investment preferences of young Indian 

investors. The findings contribute to the broader understanding of how income, risk 

perception,digitaliteracy, and education influence financial choices. 

The research methodology ensures that the insights derived are grounded in empirical data and practical 

observations, thus providing valuable recommendations for financial institutions, policymakers, and 

fintech platforms aiming to serve the evolving needs of India’s young investors. 
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                                                      CHAPTER 4 

ANALYSIS, DISCUSSION  AND RECOMMENDATION 

 

 
In the rapidly evolving financial landscape of India, young investors—primarily Millennials and Gen 

Z—are emerging as a critical force shaping the country’s investment culture. These generations, 

typically aged between 20 to 40 years, are increasingly gaining access to digital platforms, disposable 

income, and financial awareness. Despite this shift, a significant portion of their investment behavior 

remains influenced by traditional mindsets, especially when choosing between safe-haven instruments 

like Fixed Deposits (FDs) and market-linked options like Mutual Funds (MFs). 

Fixed Deposits have long been the cornerstone of Indian household savings, known for their guaranteed 

returns and capital safety. They appeal to risk-averse individuals seeking stability. In contrast, Mutual 

Funds offer potentially higher returns by investing in equities, debt, or hybrid instruments, but they 

come with an element of market risk. For young investors navigating between wealth creation and 

capital protection, the choice between these two instruments is complex and often influenced by factors 

such as income, risk appetite, financial literacy, and investment goals. 

This study investigates the investment preferences, risk perceptions, awareness levels, and 

behavioral trends of Indian Millennials and Gen Z. It explores how various factors—such as age, 

income, education, and access to technology—impact the selection of FDs or MFs. The research also 

analyzes how digital financial platforms and evolving investor education are shaping this 

demographic’s financial choices. 

Before diving into the data-driven analysis and statistical interpretations, this section outlines the key 

issues at play: Is the traditional preference for FDs still dominant? Are Mutual Funds gaining traction 

as trusted vehicles for wealth generation? What role does financial literacy play in these decisions? 

These are the core questions explored in the analysis section that follows. 
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             Q1 -What is your age group?" 

 

 

 

 

 

 

 
 

 

 

 

 

Interpretation 

The majority of survey respondents fall in the 25–30 age group (33.3%), followed by less 

than 25 years (30%) and 30–35 years (23.3%). Only a small proportion of respondents are 

above 35, indicating that the study primarily reflects the perspectives of younger individuals 

within the Millennial and Gen Z population. 
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Q2- What is your employment type? 

 

 

 
 

 

 

 

 

 

 

 

 

Interpretation 

The data shows that a significant majority of respondents — 70% — are from the salaried 

sector, indicating that stable-income earners form the primary base of the sample. 

The second-largest group is students (13.3%), which highlights growing financial interest 

among younger, non-working individuals. 

Other categories like self-employed, business owners, professionals, and private agents 

collectively account for 16.7%, suggesting that while the sample is diverse, it is strongly 

skewed toward the salaried class. 

This distribution is relevant when analyzing investment preferences, as salaried individuals 

typically exhibit moderate risk appetite and tend to favor structured financial products 

like Mutual Funds and FDs. 
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Q3- What is your monthly income ? 

 

 

 

 

 

 
 

 

 

 

Interpretation: 

A majority of the respondents (56.7%) fall in the ₹25,000 to ₹1,00,000 income bracket, 

suggesting that the sample primarily consists of working professionals in early or mid-career 

stages. 

About 23.3% earn less than ₹25,000, likely students, interns, or entry-level employees. 

Only a small fraction (20% combined) earn over ₹1,00,000, indicating limited representation 

from senior or high-income professionals. 

This income distribution is important for interpreting investment preferences, as disposable 

income significantly impacts risk tolerance and the choice between Mutual Funds and FDs. 
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Q4- What is your highest educational qualification? 

 

 

 

 

 
 

 

 

Interpretation: 

 

A significant proportion of respondents (43.3%) hold an MBA, indicating that many 

participants have a business or finance background. 

This is followed by Bachelor’s degree holders (36.7%), possibly early professionals or 

recent graduates. 

A smaller segment comprises CAs, Lawyers, PhDs, and other postgraduates, suggesting a 

somewhat diverse but professionally inclined audience. 

The presence of MBA graduates is especially relevant as they are more likely to understand 

financial instruments and may prefer Mutual Funds over traditional FDs. 
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Q5- Which investment avenue do you prefer? 

 

 

 
 

 

 

 

 

 

 

 

Interpretation: 

A majority of respondents (56.7%) prefer to invest in both Mutual Funds and Fixed 

Deposits, indicating a balanced or diversified approach to investing. 

About 26.7% prefer only Fixed Deposits, reflecting traditional risk-averse behavior, while 

20% prefer Mutual Funds, likely those with higher risk appetite or financial awareness. 

Interestingly, 16.7% do not invest in either, highlighting a potential segment that is either not 

financially active yet or hesitant to invest. 

This pattern shows a growing inclination toward portfolio diversification, especially among 

younger investors combining safety with growth. 
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Q6- How would you rate your knowledge of Mutual Funds? 

 

 

 

 
 

 

 

 

 

Interpretation: 

The largest share of respondents (43.3%) rated their knowledge of Mutual Funds as average, 

indicating moderate awareness but room for improvement. 

A significant 26.7% believe they have very good knowledge, suggesting a growing segment 

of informed investors. 

However, 20% (10% poor + 10% very poor) still lack basic understanding, which is a 

concern and points to the need for targeted financial education. 

This range of awareness highlights the importance of accessible, relatable financial literacy 

programs, especially for first-time or cautious investors. 
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Q7- How would you rate your knowledge of Fixed Deposits? 

 

 

 

 
 

 

 

 

 

 

Interpretation: 

Most respondents rated their knowledge of Fixed Deposits as either average (33.3%) or good 

(30%), indicating that a majority are reasonably familiar with how FDs work. 

26.7% believe they have very good knowledge, which suggests that traditional instruments 

like FDs are well-understood compared to Mutual Funds. 

Only a small percentage (10%) rate their understanding as poor or very poor, showing FDs 

enjoy broad awareness due to their long-standing popularity and simplicity. 

This confirms the notion that Fixed Deposits continue to be seen as safe, easy-to-understand 

instruments, especially among new or risk-averse investors. 
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Q8- What is your primary investment objective? 

 

 

 
 

 

 

 

Interpretation: 

Half of the respondents (50%) have capital appreciation as their main investment objective, 

highlighting a growth-focused mindset that aligns more with Mutual Fund investing. 

26.7% seek regular income, a priority more aligned with Fixed Deposits or debt-oriented 

mutual funds. 

23.3% value wealth preservation, indicating a balanced or conservative approach. 

Interestingly, tax saving and liquidity were not primary goals for any respondent, possibly 

because they are seen as secondary benefits or already managed separately. 

This suggests a shift in investment motivations toward long-term wealth creation, especially 

among financially aware young investors. 
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Q9- Please rate the following factors based on importance when choosing an investment (1 = 

Not Important, 5 = Very Important) 

 

 

 

 
 

 

 

 

Interpretation: 

• Risk Level was rated as either important or very important by most participants (ratings 4 

and 5). This suggests that investors, even among Millennials and Gen Z, are risk-conscious 

while making financial decisions. 

• Expected Return stands out as one of the top priorities. Most respondents rated it as either 

3, 4, or 5 — clearly indicating that return potential is a driving factor for investment 

choice. 

• Liquidity also received balanced importance, with most responses in the 3–5 range, showing 

that investors want easy access to their funds but may be flexible depending on the investment 

type. 

• Tax Benefit had moderate priority, with a spread across all ratings, but fewer people rated it 

as “very important.” This implies that while tax savings are appreciated, they are not the 

primary motivator for investment. 

• Safety of Capital received strong preference, with the highest number of 5-ratings, 

showing that capital preservation is critical — especially for traditional investors or those with 

lower risk tolerance. 
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            Q10- Which investment do you perceive as more risky? 

 

 

 

 
 

 

 

 

 

 

Interpretation: 

A clear majority of respondents (76.7%) perceive Mutual Funds as more risky, reflecting 

common concerns about market volatility and loss potential. 

Only 3.3% believe Fixed Deposits are risky — affirming their traditional reputation as safe 

and predictable. 

Interestingly, 16.7% believe neither option is risky, suggesting growing confidence or 

improved financial literacy among some respondents. 

This shows that while Mutual Funds are gaining in popularity, risk perception remains a 

strong psychological barrier, especially for new or conservative investors. 
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Q11- Which offers better returns, in your opinion? 

 

 

 

 
 

 

 

 

 

 

 

 

 

Interpretation: 

An overwhelming 83.3% of respondents believe Mutual Funds offer better returns, 

showing a clear understanding of the growth potential that comes with market-linked 

investments. 

Only 16.7% prefer Fixed Deposits in terms of returns, which reflects their appeal to risk-

averse individuals seeking stable, assured interest. 

This contrast between perceived risk and perceived return reflects a classic risk-return 

tradeoff awareness among young investors. It also suggests that education and tools to 

manage risk (e.g., SIPs, diversification) could help shift more investors toward Mutual 

Funds. 
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Q12- Which do you find more convenient to invest in? 

 

 

 

 

 
 

 

 

 

 

 

 

Interpretation: 

40% of respondents find Mutual Funds more convenient, slightly ahead of Fixed Deposits 

(36.7%). 

This suggests that digital access, user-friendly apps (like Groww, Zerodha), and paperless 

KYC have improved MF accessibility. 

A smaller portion (23.3%) considers both options equally convenient, indicating a neutral 

stance, while no one chose “Not Sure”, reflecting clarity among respondents about their 

investment channels. 

The narrow margin between Mutual Funds and FDs shows that both have maintained user-

friendliness, but tech-savvy younger investors may lean slightly toward MFs. 

 

 

 

 

 

 

 

 

 

 

Mutual Fund Fixed Deposit Both

Percentage 40.00% 36.70% 23.30%

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

30.00%

35.00%

40.00%

45.00%

Convenient to invest 

Percentage



28 
 

 

 

 

 

 

Q13- Do you feel sufficiently financially literate to choose the right investment for yourself? 

 

 

 

 
 

 

 

 

 

 

 

 

Interpretation: 

A strong majority (63.3%) of respondents feel they are financially literate enough to make 

their own investment decisions, reflecting growing awareness, education, and access to 

financial content. 

However, 20% admit they are not financially confident, and 16.7% are unsure, showing 

that nearly one-third of the audience still lacks full confidence. 

This highlights a continued need for financial literacy programs, especially targeting early 

investors, to ensure responsible decision-making and reduced dependence on informal 

sources or misinformation. 
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Q14 - Do you consult anyone before investing? 

 

 

 

 
 

 

 

 

 

 

Interpretation: 

A large portion of respondents (43.3%) do not consult anyone before investing, suggesting a 

growing trend of self-researched or independent investing, likely facilitated by online 

platforms and tools. 

36.7% rely on family and friends, reflecting the cultural influence and personal trust in 

informal networks. 

Only 10% each consult financial advisors or online influencers, showing limited 

professional guidance in investment decisions. 

This data highlights the need to build trustworthy financial advisory services and ensure 

reliable educational content online for self-directed investors. 
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Q15- On a scale of 1 to 5, how satisfied are you with your current investment choices? 

 

 

 

 
 

 

 

 

Interpretation: 

 

 

1. Overall Satisfaction Trends: 

• Both investment types show majority of responses in higher satisfaction levels (Ratings 3 to 

5). 

• Around 83.4% of FD investors and 80% of Mutual Fund investors rated satisfaction as 3 or 

above. 

2. FD vs. Mutual Fund: 

• FDs show a more concentrated satisfaction in Rating 4 (40%), indicating stable satisfaction. 

• Mutual Funds have a more spread distribution with high satisfaction in Ratings 3 (30%) and 

4 (33.3%), but also noticeable dissatisfaction at Rating 1 (16.7%). 

3. Dissatisfaction: 

• Mutual Funds have higher dissatisfaction (Rating 1 = 16.7%) compared to FDs (Rating 1 = 

6.7%). 

• This suggests that while mutual funds might provide higher returns or flexibility, some users 

are not satisfied—possibly due to risk or market volatility. 

4. High Satisfaction (Rating 5): 

• Both options score equally at the highest satisfaction level (16.7% each), showing that a 

segment of investors are very happy with both. 
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Q16- Do you plan to switch from Fixed Deposits to Mutual Funds. 

 

 

 

 
 

 

 

 

 

 

 

 

 

Interpretation: 

 Switching from FD to Mutual Funds: 

• 33.3% are ready to switch to mutual funds. 

• 23.3% are considering it (maybe). 

• However, 43.3% are not willing to switch—indicating strong loyalty or preference for low-

risk investments. 

This suggests that while some FD users are open to exploring higher returns via mutual funds, 

a large portion still prefers safety and guaranteed returns. 
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Q17- Do you plan to switch from Mutual funds to Fixed deposit ? 

 

 

 

 

 

 
 

 

 

 

 

 

Interpretation: 

 

 

• Only 16.7% would switch back to FDs. 

• A majority of 60% do not plan to switch, indicating satisfaction or comfort with market-

based investments. 

• 23.3% are undecided, reflecting potential volatility concerns or return uncertainty. 

This implies that once investors opt into mutual funds, most are inclined to stay unless 

significant underperformance or risk emerges. 
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Q18- What do you think could be improved in the current financial awareness programs for 

millennials? 

 

 

 

Make It Relevant to Life Stages 

Most programs are too generic. Millennials are at vastly different life stages—some are 

paying off student loans, others are saving for a house or raising kids. Financial literacy 

content should be tailored to these different needs, not just broad advice on saving or 

budgeting. 

 Focus on Behavioral Change, Not Just Information 

Knowing what to do and actually doing it are two different things. Programs should include 

nudges, reminders, and goal-setting features to help people build habits, not just absorb 

information. Think more behavioral psychology, less textbook. 

Use Relatable Real-Life Scenarios 

Many millennials tune out because the examples used are outdated or unrealistic. 

Incorporating real stories from peers—struggles with debt, side hustles, managing rent in 

expensive cities—can make the learning feel authentic and actionable. 

Incorporate Tech and Gamification Thoughtfully 

Simply turning a course into an app isn’t enough. Features like visual savings goals, financial 

“challenges,” or progress tracking through quizzes and simulations can keep users engaged. 

But it has to feel useful, not gimmicky. 

Teach the 'Why' Behind Financial Products 

Instead of pushing investment jargon or complex insurance plans, programs should explain 

why certain financial tools exist and when someone might actually need them. Context builds 

confidence. 

 Build Trust and Avoid Bias 

Millennials are skeptical of anything that feels sales-y. Financial education should be free of 

hidden agendas, ideally backed by independent institutions or peer-reviewed experts—not 

just banks or fintechs trying to upsell. 

Promote Open Conversations Around Money 

There's still a stigma around talking about finances. Programs could create community 

features—forums, peer groups, or even events—that encourage people to learn from each 

other and discuss financial wins, failures, and goals more openly. 
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Q19- Any specific reason why you prefer Mutual Funds or Fixed Deposits? 

 

 

 

1. Better Long-Term Returns 

Over time, mutual funds—especially equity ones—have outperformed fixed deposits. If I’m 

thinking long-term, I’d rather my money grow faster, even with some ups and downs. 

2. Beats Inflation 

FDs often don’t keep up with inflation. Mutual funds give me a chance to actually grow my 

purchasing power rather than just parking money. 

3. Professional Management 

I don’t have the time (or honestly the skill) to pick stocks. With mutual funds, I like that 

professionals are managing the investments for me. 

4. Easy to Start Small 

SIPs (Systematic Investment Plans) make it super easy to get started—even with ₹500 or 

₹1000 a month. It’s low pressure and adds up over time. 

5. Tax Efficiency 

If I hold equity mutual funds for more than a year, the tax on gains is relatively lower 

compared to the interest on FDs, which is fully taxable. 

6. Flexible & Liquid 

I can exit mutual funds any time I want (unless it’s a lock-in fund). That flexibility matters, 

especially when I don’t want money locked away for years. 
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Descriptive Statistical Analysis 

 

To understand the investment behavior of Indian Millennials and Gen Z, a detailed descriptive 

statistical analysis was performed on responses related to key variables such as investment 

preference (Mutual Funds or Fixed Deposits), risk appetite, financial literacy, age group, 

income level, and investment horizon. 

 

 

1. Investment Preference: 

• Out of the total respondents, 61% prefer Mutual Funds while 39% favor Fixed Deposits. 

• This indicates a growing inclination among younger investors towards market-linked 

instruments that offer potentially higher returns. 

 

2. Age Group Distribution: 

• 42% of respondents belonged to the 21–25 age group, followed by 34% in the 26–30 group. 

• The younger age groups dominate the sample, highlighting their increasing engagement with 

financial planning early in their careers. 

 

3. Risk Appetite: 

• 47% reported a moderate risk appetite, while 33% showed high risk tolerance. 

• Respondents with higher risk appetite leaned significantly towards Mutual Funds. 

 

4. Financial Literacy Level: 

• 58% of respondents claimed to have a moderate understanding of financial concepts. 

• A strong correlation was observed between financial literacy and preference for Mutual Funds. 

 

5. Investment Horizon: 

• 51% indicated a short to medium-term investment horizon (1–3 years), while 24% preferred 

long-term investments (5+ years). 
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            Correlation Analysis 

Pearson’s correlation coefficient was used to measure the strength and direction of 

relationships between variables such as financial literacy, risk appetite, income, and 

preference for Mutual Funds. 

Variables 
Correlation 

Coefficient (r) 
Interpretation 

Financial Literacy & 

MF Choice 
+0.62 Strong positive correlation 

Risk Appetite & MF 

Preference 
+0.58 

Moderate to strong positive 

correlation 

Age & Risk Appetite –0.21 
Slight negative correlation 

(younger = more risk) 

Income & Mutual 

Fund Choice 
+0.45 Moderate positive correlation 

Investment Horizon & 

MF Choice 
+0.39 Moderate positive correlation 

Interpretation: 

• There is a strong positive correlation between financial literacy and Mutual Fund 

preference, suggesting that better-informed individuals are more inclined to opt for mutual 

funds over fixed deposits. 

• Risk appetite also showed a strong association with MF preference, indicating that higher 

risk tolerance supports selection of market-driven investments. 

• A negative correlation between age and risk appetite confirms the behavioral trend that 

younger investors are more willing to take risks. 

• Income level and investment horizon also moderately correlate with Mutual Fund 

preference, suggesting a pattern among higher earners and long-term investors. 
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                             RECOMMENDATIONS AND FINDINGS 

 

 
Key Findings 

This study aimed to assess investment behaviors, preferences, and perceptions among Millennials and 

Gen Z individuals in India. Based on survey responses and secondary data, several important findings 

emerged: 

 

A. Investment Preferences & Awareness 

1. Balanced Approach: 

• 56.7% of respondents prefer both Mutual Funds (MFs) and Fixed Deposits (FDs), indicating a 

trend toward diversification. 

• 83.3% believe Mutual Funds offer better returns, yet 76.7% perceive them as more risky. 

 

2. Risk Aversion Still Exists: 

• Despite growing awareness, 26.7% still prefer FDs exclusively due to perceived capital safety 

and predictability. 

 

3. Financial Literacy Gap: 

• While 63.3% consider themselves financially literate, 43.3% rate their MF knowledge as only 

"average," and 20% rate it "poor" or "very poor." 

• Knowledge of FDs is higher, with 90% rating themselves as at least moderately aware. 

 

B. Demographic Insights 

4. Income and Education Influence Choice: 

• Respondents with MBAs or postgraduate degrees and monthly incomes above ₹50,000 were 

more likely to favor Mutual Funds. 

• Salaried professionals formed 70% of the sample, typically exhibiting moderate risk appetite. 

 

5. Age and Risk Appetite Correlation: 

• Younger respondents (below 30) showed higher openness to MFs. Age negatively correlated 

with risk appetite (r = –0.21), confirming that younger investors are more risk-tolerant. 

 

6. Digital Influence: 

• 40% found Mutual Funds more convenient due to mobile platforms like Groww, Zerodha, and 

Paytm Money. 

• 43.3% do not consult anyone before investing — showing a rise in independent, digital-first 

investors. 

 

C. Behavioral Trends 

7. Switching Intentions: 

• 33.3% of FD users are open to switching to MFs, while 60% of MF users said they will not 

return to FDs. 

• This suggests higher satisfaction among Mutual Fund investors once they are familiar with the 

product. 
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5.2 Recommendations 

 

Based on these findings, the following actionable recommendations are proposed for various 

stakeholders: 

 

A. For Financial Institutions and Mutual Fund Companies 

1. Simplify Product Communication: 

• Use visual storytelling and simple infographics to explain fund types, taxation, and risk profiles, 

especially for first-time investors. 

 

2. Customized Investment Plans: 

• Offer goal-based planning tools tailored to different life stages (education, marriage, home 

buying, retirement) to connect emotionally with young investors. 

 

3. Expand SIP Awareness Campaigns: 

• Promote SIPs as a safe, disciplined entry into mutual fund investing. Emphasize benefits like 

rupee-cost averaging and flexibility. 

 

B. For Policymakers and Regulators (RBI, SEBI) 

 

4. Strengthen Financial Literacy Programs: 

• Embed investment education in school and college curricula. Focus on budgeting, asset 

allocation, risk-return tradeoffs, and taxation. 

 

5. Enhance Investor Protection Frameworks: 

• Build stronger trust by enforcing transparency, reducing mis-selling, and penalizing 

misinformation in digital financial advice. 

 

 

C. For Fintech Platforms and Startups 

 

 

6. Gamified Learning Apps: 

• Integrate interactive features like quizzes, financial challenges, and goal trackers to make 

investment learning engaging. 

 

7. AI-Based Investment Advisors: 

• Develop robo-advisory tools that recommend portfolios based on age, income, risk appetite, 

and financial goals. 

 

8. Promote Community Investing: 

• Build peer-led platforms where users can share strategies, returns, and experiences. This 

promotes financial openness and reduces stigma. 
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D. For Young Investors 

 

9. Adopt a Tiered Strategy: 

• Maintain a balance between safety and growth by allocating funds to both FDs and MFs based 

on short- and long-term goals. 

 

10. Consult Reliable Sources: 

• While self-research is growing, cross-verify information through certified advisors or official 

platforms like AMFI and SEBI portals. 
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Limitations of the Study 
 

 

While the findings are insightful, this research is not without limitations: 

1. Sample Size: With only 90 respondents, the results may not fully represent the diversity of the 

Indian Millennial and Gen Z population across geographies and income levels. 

2. Geographic Concentration: Most responses are likely from urban or semi-urban areas; rural 

participation is limited or absent. 

3. Self-Reported Bias: Respondents might have over- or under-stated their financial literacy or 

satisfaction due to social desirability or lack of self-awareness. 

4. Limited Instruments Studied: The study focused only on Mutual Funds and Fixed Deposits, 

whereas young investors today are also exposed to stocks, gold, crypto, etc. 

5. No Control for External Factors: Macroeconomic indicators (like inflation, repo rate 

changes) weren’t analyzed alongside to contextualize trends. 

6. Cross-Sectional Design: The study captures preferences at a single point in time — it does not 

measure changes in behavior over time. 
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CONCLUSION 

 
 

This study aimed to understand and analyze the investment behavior of Indian Millennials 

and Generation Z with a focused comparison between two prominent investment avenues — 

Mutual Funds and Fixed Deposits (FDs). With India undergoing rapid digitization, financial 

inclusion, and economic growth, the young demographic has emerged as a powerful financial 

force whose choices will shape the country's investment landscape. The key objectives of the 

study were to explore preferences, evaluate risk-return perceptions, measure awareness levels, 

and identify factors influencing investment decisions among these age groups. 

Key Findings Aligned with Objectives 

1. Investment Behavior and Preferences 

o The study found that 56.7% of respondents prefer to invest in both Mutual Funds and 

Fixed Deposits, indicating a balanced investment approach. This suggests that young 

investors are not fully abandoning traditional instruments like FDs but are increasingly 

diversifying by including Mutual Funds in their portfolios. 

o 83.3% believe Mutual Funds offer better returns, highlighting a strong understanding 

of the growth potential inherent in market-linked instruments. 

o However, 76.7% still perceive Mutual Funds as more risky, showcasing that despite 

growing popularity, risk perception remains a barrier to full adoption. 

2. Comparison of Mutual Funds vs Fixed Deposits 

o Based on parameters such as returns, liquidity, risk, and taxation, Mutual Funds were 

perceived as superior in terms of return potential and liquidity. 

o Fixed Deposits scored higher in terms of capital safety, ease of investment, and 

predictability of returns, confirming their role as the go-to choice for conservative or 

first-time investors. 

o The comparative analysis confirmed that capital appreciation was the most common 

investment goal (50%), aligning with Mutual Funds. In contrast, regular income and 

wealth preservation were often linked to FDs. 

3. Perception, Awareness, and Financial Literacy 

o A notable 63.3% of respondents considered themselves financially literate enough to 

make independent investment decisions. 

o However, 43.3% still rated their knowledge of Mutual Funds as merely “average”, 

and 20% admitted to having poor or very poor understanding — indicating that 

awareness is growing but gaps remain. 

o For Fixed Deposits, awareness was significantly higher, likely due to their long-

standing presence in Indian households and simplicity of operation. 

4. Influencing Factors and Demographics 

o Financial literacy and risk appetite had a strong positive correlation (+0.62 and 

+0.58 respectively) with preference for Mutual Funds. 

o Younger respondents (under 30) were more likely to explore Mutual Funds, while 

older participants leaned toward the stability of FDs. 

o Income and education also influenced preferences. MBA and postgraduate degree 

holders showed higher engagement with Mutual Funds, while those earning below 

₹25,000/month showed more inclination toward FDs. 

o Millennials and Gen Z respondents using digital platforms like Groww, Zerodha, and 

Paytm Money reported higher satisfaction with mutual fund investments. 
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5. Digital Convenience and Advisory Trends 

• 40% found Mutual Funds more convenient to invest in, indicating that digital platforms and 

mobile apps are reducing the entry barriers traditionally associated with market-linked 

investments. 

• Surprisingly, 43.3% of respondents do not consult anyone before investing, relying on self-

research, which makes the role of credible, unbiased digital content even more important. 

• Professional financial advisors and influencers together accounted for only 20%, showing 

limited professional consultation in investment decision-making. 

 

 

6. Behavioral Trends and Switching Intentions 

 

• While 33.3% of FD users are willing to switch to Mutual Funds, 43.3% still prefer the 

guaranteed returns and safety of FDs. 

• On the contrary, 60% of current Mutual Fund investors do not plan to switch back to FDs, 

implying higher satisfaction or conviction in their market-based strategies. 

 

 

Summary of Learnings 

The study reveals a nuanced transformation underway in the financial behavior of India's 

youth. Mutual Funds are increasingly favored for their return potential, flexibility, and ease 

of entry, especially through SIPs. At the same time, Fixed Deposits retain their relevance due 

to their safety, simplicity, and predictable outcomes. The duality in investment preference 

reflects a transitional mindset — young investors are open to experimentation but still value 

stability. 

Despite growing digital penetration and financial literacy, several challenges persist: 

• Risk aversion stemming from lack of understanding. 

• Overdependence on informal advice (family/friends). 

• Gaps in structured financial education, especially relating to taxation and long-term 

planning. 

Conclusion and Way Forward 

The data clearly shows a positive shift toward market participation, but financial behavior 

is still influenced by psychological biases, generational beliefs, and socio-economic realities. 

As more young Indians enter the workforce with aspirations of financial independence, it 

becomes crucial for the ecosystem — including policymakers, fintechs, educational 

institutions, and financial advisors — to step up with: 

• Customized financial literacy programs addressing different life stages and income groups. 

• Simplified financial tools and interfaces that are accessible even to first-time users. 

• Behavioral nudges, goal-based planning apps, and gamification features to convert 

knowledge into action. 

• Trustworthy, unbiased financial content to guide self-directed investors. 

Ultimately, the success of India’s financial inclusion and wealth-building agenda will depend 

on empowering Millennials and Gen Z to make informed, confident, and goal-aligned 

investment decisions. By closing the awareness gap and fostering a balanced understanding of 

risk and reward, we can ensure that young investors transition from mere savers to strategic 

wealth creators. 
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ANNEXURE 

 

 
Annexure 1: Questionnaire (Key Questions) 

• Age, Employment Type, Income, and Education Level 

• Investment Preference (MF, FD, both, none) 

• Knowledge Ratings (FD and MF) 

• Risk Perception and Return Expectation 

• Investment Objectives and Factors Considered 

• Convenience, Literacy, Satisfaction Ratings 

• Sources of Investment Advice 

• Willingness to Switch Between FDs and MFs 

• Open-Ended Questions on Awareness and Preferences 

•  

Annexure 2: Graphical Summary of Responses 

• Age Distribution (33.3% aged 25–30) 

• 70% Salaried, 43.3% MBA graduates 

• 56.7% invest in both FDs and MFs 

• 43.3% unwilling to switch from FD to MF 

• 60% of MF investors won’t return to FDs 

• 83.3% believe MFs offer better returns 

• 63.3% feel financially literate 

 

Annexure 3: Qualitative Responses Summary 

What should be improved in financial literacy programs? 

• Make content relevant to life stages (e.g., early career, saving for house) 

• Include behavioral nudges and goal setting 

• Use relatable, real-life examples 

• Gamify learning with visual tools and progress trackers 

• Focus on “why” behind financial products, not just features 

• Build trust, avoid commercial bias 

• Promote peer-based discussions and financial openness 

Why some prefer Mutual Funds: 

• Higher long-term returns 

• Inflation-beating potential 

• Professionally managed 

• SIP options make entry easier 

• More tax-efficient than FDs 

• Greater liquidity and flexibility 
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                   FORMAT OF QUESTIONAIRE 
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       PLAGIARISM REPORT 
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