


[bookmark: _GoBack]Original Research Article 

The Role of Financial Literacy in Shaping Household Financial Asset Allocation in India (2019–2024)

ABSTRACT
This paper focuses on the trend of household allocation of financial assets in India in the past 5 years, between 2019 and 2024. Conservative investment options that traditionally include bank deposits and cash holdings are slowly being replaced by diversified financial options like stocks, mutual funds, and pension plans within Indian households. The study draws on secondary sources such as the reserve bank of India (RBI), ministry of statistics and programme implementation (MoSPI), with the proportionate allocation of household assets in different categories of financial resources.
The analysis shows that the portion of bank deposits is decreasing, and the portion of market-linked investments is increasing significantly, which indicates a slow change in the risk appetite and investment pattern. There has not been much instability in insurance and provident/pension funds to suggest that they are not still dependent on long-term financial security instruments. The paper also points to the increasing role of financial literacy, and the rise of online investments as a factor in household decision-making.

Comparative and trend analysis deliver significant information about the changing financial environment and make a recommendation on how to improve financial education, promote the construction of balanced portfolios, and introduce a more inclusive online audience. The results are of practical value to policymakers, financial advisors, and institutions that seek to increase financial resilience and the involvement of households in formal financial markets.
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INTRODUCTION
Over the past few years, the household financial behavior in India has been changing tremendously due to extensive structural reforms, innovations in technology, rise in financial literacy and changing economic environment. Historically, Indian families have been conservative in their investment orientation, and have preferred secure investments like bank deposits, cash holdings and insurance. Nevertheless, the distribution of household assets is slowly changing in accordance with the new modernized market trends, generalized access to the digital sphere, and increased the level of awareness concerning diversified investment opportunities.
The years 2019-2024 will be a critical time in this transition. It encompasses the consequences of economic shocks due to the COVID-19 pandemic, increased digital financial infrastructure and active regulation encouraging financial inclusion and market access. Therefore, they have started reconsidering their saving and investment policies and have started gravitating towards more market-oriented products such as stock and mutual funds even as they stayed dependent on long-term instruments such as insurance and provident funds.
This change is indicative of a combination of risk-taking attitudes and return-seeking behaviour, particularly in urban and financially literate groups. At the same time, initiatives by the government and other institutions to improve awareness of financial literacy and ease access to investment platforms have enabled more households to consider diversified portfolios. It is against this background that the current study seeks to examine the dynamics of the household portfolio of financial assets in India between 2019 and 2024. It also aims to evaluate the increasing popularity of market-based investments, the stability of traditional instruments, the contribution of financial literacy and digital applications to household investment choices. The lessons learned during this study will be used to educate policymakers, financial institutions, and investors on new trends and the imperative to provide inclusive financial education and advisory services.
RESEARCH OBJECTIVES 1. To explore the difference in household financial asset allocation in 2019-2024. 2. To examine the growth in the popularity of market based investments like stocks and mutual funds as favoured by households. 3. To evaluate the determinacy and importance of insurance and provident/pension funds to household savings behavior. 4. To assess the ability of financial literacy and digital platforms to affect household investment choices.
LITERATURE REVIEW
Household financial behavior has become an important field of study particularly in the context of how families manage their financial resources and what it means to wider economic development and financial inclusion. Studies by the Reserve Bank of India and the National Council of Applied Economic Research have continuously revealed in the Indian context that households have always preferred safe and liquid assets like bank deposits, cash holdings and gold. This risk aversion towards investment is indicative of deeply rooted cultural preferences and an overall distaste towards financial risk by Indian investors.
The last few years have, however, seen a slow shift in the type of investment people make with market-based instruments such as stock, mutual funds and insurance products increasingly picking up. This has been especially apparent with city, digitally-connected families that are more financially literate and risk-takers. Research by Chakrabarti and Sanyal has found that, financial literacy is a key predictor of investment behavior or risk appetite and portfolio diversification. Their study also points to the long-standing urban-rural gap in the composition of investment, with households in the urban areas more willing to experiment in capital market instruments than rural households.
Digital revolution in the Indian financial sector has been instrumental in changing the household investment behaviour. A study conducted by Sinha and Sinha reveals the way digital platforms have democratized financial products, reduced barriers to entry by middle-income investors, and enabled more active management of portfolios. Government efforts such as the Pradhan Mantri Jan Dhan Yojana, combined with the booming developments of fintech solutions, have only increased the pace of this transition. According to the data of the Ministry of Statistics and Programme Implementation, the trend of increased diversification in the household savings patterns is confirmed.
Irrespective of such positive trends, the investment environment in India is still faced with several challenges. The latest reports released by the Securities and Exchange Board of India point to alarming deficiencies in investor knowledge, especially in risk-return tradeoffs and appropriate risk portfolio diversification. Most new investors show behavioral biases which result in suboptimal investment choices, whether they are over-investing in the safest of safe-havens or over-investing in risky securities without due diligence.
The available literature has some significant gaps which this study aims to fill. Most notably, no systematic research has been conducted to investigate the changes of household asset allocation between 2019 and 2024, which is a time frame that includes numerous economic shocks such as the COVID-19 pandemic. Also, although several studies have investigated digital access or financial literacy separately, few have investigated them jointly in relation to investment decisions. There is also excessive dependence on primary survey data and under-use of the rich secondary data provided by financial institutions such as RBI and MoSPI. In addition, studies have been biased in their attention to popular investment products such as stocks and mutual funds and have failed to address less popular products such as debentures and pension products.
RESEARCH GAP
The proposed study will help fill such gaps through a five-year analysis of the shifting household investment trends with detailed analysis of the influence of full access to digital and financial literacy as well as the analysis of the interaction of these two aspects using extensive sources of secondary data. The study provides a clearer picture of the changing nature of investment in India by broadening the range of the analytical findings to cover traditionally ignored financial instruments. The results will serve as important contribution to academic and policy-making in the fields of financial inclusion and investor education.
RESEARCH METHODOLOGY
Research Design
The current paper uses the descriptive research design to show the changes in the household financial asset allocation in India between 2019 and 2024. The strategy helps to conduct a systematic analysis of changing investment patterns and preferences of Indian households and enables a systematic comparison of financial resource allocation across asset classes.
Nature of the Study
The study relies solely on secondary sources (such as documents published by the Reserve Bank of India (RBI) like statistical handbooks, reports, and bulletins) and data (collected by the Ministry of Statistics and Programme Implementation (MoSPI)). Other information has been obtained using official government websites and financial regulatory organizations. The analysis is limited to financial instruments only with bank deposits, stocks, mutual funds, insurance products, pension and provident funds, cash holdings and debentures being included but real property and gold are left out.
Study Period
The analysis covers a period of five years (between 2019 and 2024) to give a broad picture of the changing tendencies in household financial asset allocation in India.
Data Collection Method
The data used in this research has been collected in a systematic manner using RBI publications, annual reports of MoSPI, and validated online databases. Appropriate statistical tables, graphs, and figures have been put together to aid comparative evaluation and analysis of the investment trends during the study period.
Data Analysis Techniques
The study uses various analytical methods in order to explain the data obtained. The comparative analysis helps to evaluate changes in the asset allocation on a year-by-year basis, whereas trend analysis assists in determining the long-term behavioral tendencies in household investments. Proportional changes in the allocation of the financial assets are measured by the percentage method. To increase the clarity and visual understanding of the findings, they are described in a well-organized table and graphical form (bar charts and line graphs).
Scope of the Study
The scope of the study is limited to the discussion of financial asset allocation by the Indian households, focusing specifically on the impact of financial literacy and online investment tools on decision-making. The scope is very clear that it does not cover real assets like real estate and gold, and more macroeconomic variables like inflation, interest rate changes, and monetary policy changes.
Limitations of the Study
The research is limited to some extent, as it utilizes secondary data, and thus, it cannot incorporate the first-hand survey-based information. Also, the scope of the analysis is limited by the omission of real assets and macroeconomic variables. These restrictions are recognized, but the study can also inform about the changing trends of household financial investments in India during the identified period. The methodology framework provides a rigorous and systematic study of the trends in household financial asset allocation to help understand investment behavior in the Indian market better.
Data Analysis and Discussion:
Table 1 Household Financial Asset Allocation – 2019
	Asset Type
	Percentage (%)

	Bank Deposits
	46.3%

	Stocks and investment funds 
	15.7%

	Insurance and Provident Fund/Pension
	28.6%

	Cash Holdings
	8.6%

	Debentures
	0.8%


Source: Reserve Bank of India. (2019). Handbook of Statistics on the Indian Economy
Recent household financial asset allocation data published in 2019 show that a large part of savings went to bank deposits, with 46.3% of total savings deposited. This shows that Indian households are inclined to safe and liquid investments. The next in line was insurance and provident/pension funds with 28.6 of the allocation, showing a moderate emphasis on financial long-term planning and risk insurance. Investment in stocks and mutual funds represented 15.7, which indicates a relatively conservative attitude towards market-based instruments because of the risks involved. A minimal but necessary liquidity preference of daily needs or emergencies was reflected in the cash holdings of 8.6% of the financial assets. Debentures occupied the lowest position at only 0.8, which reflects a low tendency toward non-bank financing instruments. In general, the financial behaviour of households in 2019 is characterized by a conservative tendency as high-risk high-reward investments are replaced by safety and stability.

Table 2 Household Financial Asset Allocation – 2024
	Asset Type
	Percentage (%)

	Bank Deposits
	40.6%

	Stocks and investment funds 
	22.4%

	Insurance and Provident Fund/Pension
	28.8%

	Cash Holdings
	7.6%

	Debentures
	0.6%


Source: Reserve Bank of India. (2024). Handbook of Statistics on the Indian Economy
The household financial asset allocation trend in 2024 shows a minor change to diversified and growth oriented investment channels. Bank deposits remain important at 40.6, but it declined over 2019, which means that the company will be less dependent on conventional savings tools. The proportion of stocks and investment funds has been growing significantly, and now occupies 22.4 percent of total financial assets, indicating the growing household focus on capital markets, and their readiness to risk more in search of potentially greater returns. Provident/pension funds and insurance are also stable at 28.8, as they have confidence in financial protection in the long term. The cash holdings are slightly lower at 7.6 percent and may reflect better financial planning and reduced reliance on idle liquid assets. Their presence as a less preferred investment tool has been slightly decreasing to 0.6 assigned to debentures. This general pattern indicates that, as households become more financially literate and more actively engaged in the market, they increasingly switch to a less conservative financial mode and more diversified investment strategy in 2024.
Table 3 Comparative analysis in Family Expenditure Pattern in 2019 & 2024
	Category
	2019 (%)
	2024 (%)

	Bank Deposits
	46.3%
	40.6%

	Stocks and investment funds 
	15.7%
	22.4%

	Insurance and Provident Fund/Pension
	28.6%
	28.8%

	Cash Holdings
	8.6%
	7.6%

	Debentures
	0.8%
	0.6%


Source: Reserve Bank of India. (2019 & 2024). Handbook of Statistics on the Indian Economy
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Key insights from Table 3:
I. Reduction in Bank Deposits: Household investment in bank deposits decreased as a percentage of total investment in 2024 (40.6) compared to 2019 (46.3), and represents less dependence on classic savings vehicles.
II. Increase in Stock Market Investment: The investment in stocks and mutual funds rose to 22.4 percent and the interest in assets that can be found in the market and have higher returns also increased to 22.4 percent.
III. Stability in insurance and pension funds: The share in insurance and provident/pension funds did not change significantly (28.6 in 2019-28.8 in 2024), as confidence in long-term security schemes still persisted.  
IV. Minor Dilution of Cash Holdings: Cash holdings reduced by 8.6 to 7.6 which is an indication that the liquidity is improved.
V. Minor Decrease in Debenture Investment: The investment in debentures decreased marginally by 0.8 to 0.6 again confirming their poor choices amongst the households.
VI. Shift to Diversification: the general trend is transitioning toward a more diversified and return-seeking investment pattern.
VII. Financial Literacy Effect: The shift can be explained by the rise in the level of financial literacy, digital investment sources, and better understanding of market instruments. 
VIII. Altering Economic Mood: It seems that households are becoming bolder and more willing to pursue riskier yet potentially profitable items, perhaps due to the changing levels of income and economic expectations..

Suggestions and Recommendations:
1. Make the money literate: The increase in stock and mutual funds investments indicates increased interest in capital markets. Financial literacy should be promoted by the government and financial institutions to inform households on the risks and returns to different instruments. 
2. Promote Balanced Portfolios: Guidance continues to be required to ensure that the household better balances risk (stocks) and safety (deposits/insurance). The financial advisors are supposed to promote risk-based or life-oriented investment strategies.
3. Enhance Digital Investment Platforms: The convenience of accessing online trading and investment vehicles has perhaps been one of the drivers of the shift in preferences. Home participation can also be promoted by improving the safety and usability of such platforms.
4. Increase the awareness on long term instruments: Investments made on insurance and provident funds were steady which is good. But there is significant need to create awareness about retirement planning, annuities, and pension-linked savings schemes particularly in rural regions.
5. Rebuild Fixed Income Securities Interest: There is still no interest in debt securities. Market regulators and issuers have the opportunity to offer more appealing returns and safety nets on bonds and debentures to attract conservative investors. 
6. Encourage Savings with Tax Benefits: Tax benefits or tax incentives on diversified investments can be used to encourage households to consider the wide range of financial products other than fixed deposits.  
7. Target Inflation-Protected Products: To protect household savings against the loss of their purchasing power due to inflation, it can be a good idea to promote inflation-linked bonds and other real-return instruments. 
8. The solution to this is Financial Planning Integration in Education: The smart way to instill smart habits in the youth is to make personal finance and investment management a part of the school and college curriculum. 
CONCLUSION 
 As the current research indicates, there is a discernible change in the household financial asset allocation in India in the period between 2019 and 2024. Although bank deposits and insurance schemes still remain important, there is a clear movement towards market-related investments including stocks and mutual funds. This diversification is more than a response to the evolving economic environment, but rather a slow but steady rise in household risk appetite. One major study finding is the central role that financial literacy plays in the process of making household investment choices. The more the households are informed and the more the knowledge they have about the financial products, then the greater the chances of having diversified and growth oriented investments; those who do not have this knowledge continue to be reliant on traditional savings instruments. Moreover, this trend has been augmented by the growth of online investment platforms, which have lowered the barriers to entry, opened the door to a broader audience, and made financial products more affordable to everyday families. The findings clearly show that financial literacy and digital awareness are the key factors that help households make informed decisions and build balanced portfolios. Yet, there still exist systemic gaps especially in rural locations where exposure is limited and formal financial education is absent to promote further financial inclusion. Consequently, authorities, banks, and regulators should cooperate to promote financial literacy education, enhance investor education and increase the level of trust in digital platforms.
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Comparative Bar Diagram of Household Financial Asset Allocation (2019 vs 2024)
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