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ABSTRACT

Financial Literacy is the knowledge of money management skills like budgeting
and investing. Investment decision is the process of allocating financial resources
to various assets or projects with the goal of generating future returns. This
study explore how financial literacy affects investment decision with specific
components, such as saving habits, spending habits, and understanding of
financial products which influence investment decisions, especially among the
students in Chitwan. This study also understands that either make informed
financial decisions or lead to the wrong decision on investment. This study adds
new literature about the increased financial knowledge leads to smarter decision.
This study further signifies the importance of saving habit, spending habit and
understanding of financial product in investment behaviour. This study applied
quantitative approach along with the connivance sampling method to understand
the opinions and experience of students. The survey questionnaire is used as a
research instrument to collect primary data from 212. The result shows saving
habits showed a significant link with financial literacy (p = 0.002). However,
other variables like spending habits (p = 0.706) and understanding of financial
products (p = 0.968), are not significant with financial literacy. Essentially, while
saving habits are important for financial literacy, spending habits and product
understanding do not appear to have the same impact. This study would benefit
to students, universities, banks and investors. The main aim was to determine if
good money management leads to better investment choices and to determine
which element of financial literacy is most influential.

Keywords: Financial literacy, investment decision, budgeting, financial resources,
effectiveness

https://journal.valleystatecollege.edu.np 63



=

1. INTRODUCTION

Financial literacy is defined as the possession of
knowledge and skills that enable informed and
effective money management. Financial literacy
is enhancing the financial developments and
economic growth of the country. In the face of these
developments, it is important to assess if the younger
generation, especially undergraduates who are seen
as the future investors, movers and transformers
of the economy, have the necessary knowledge of
financial concepts (D.A.T, 2020).

In an era characterized by complex financial
products and an increasingly volatile economic
landscape, financial literacy has become an essential
skill for individuals seeking to make informed
investment decisions. For students, who are on
the cusp of entering the workforce and managing
their own finances, understanding the fundamentals
of financial literacy is critical for navigating the
financial market successfully. Financial literacy
encompasses a range of skills, including the ability
to understand financial concepts, interpret financial
information, and make informed decisions regarding
savings and investments. As the financial landscape
evolves, so too does the need for young people to be
equipped with the knowledge and skills necessary
to manage their finances effectively(Makdissi et al.,
2024).

An investment decision, also known as a capital
budgeting decision, is the process of allocating
financial resources to various assets or projects
with the goal of generating future returns. Making
investment choices is crucial for the future growth,
profit, and security of both individuals and businesses.
By thoroughly assessing potential opportunities,
evaluating risks, and estimating returns, investors
can make smart decisions that match their financial
objectives and boost overall value.

Financial literacy is essential for the promotion of
financial inclusion, as people need knowledge and
skills to effectively use financial instruments, even
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the most basic ones, such as bank accounts. Every
financial instrument carries potential costs and risks,
and some basic knowledge is necessary to use these
instruments well (Lusardi & Messy, 2023).

This study aims to bridge the gap by focusing on the
specific relationship between financial literacy—
measured through saving habits, spending habits,
and understanding of financial products—and
investment decisions among students in Chitwan.
By addressing these targeted areas, the research
seeks to provide a clearer picture of how financial
knowledge is applied in practical contexts and
to identify potential barriers that hinder optimal
financial decision-making. The insights gained from
this study will not only contribute to the academic
discourse on financial literacy but also serve as a
foundation for developing more effective financial
education programs tailored to the needs of students
in developing regions.

This study addresses key issues such as students’
lack of knowledge about financial products like
stocks, mutual funds, and fixed deposits, as well as
barriers like impulsive spending and limited financial
education. By assessing the relationship between
financial literacy and investment decisions, the
research aims to identify how financial knowledge
can improve students’ investment behavior. The
findings will provide practical recommendations to
enhance financial education programs, empowering
students to make strategic financial decisions and
fostering overall economic progress.

2. RELATED WORKS

There exist surveys that provide information on
both financial literacy and investment decision
knowledge. These different viewpoints are available
online, offering diverse perspectives on this topic.

Simatupang et al., (2024) suggest that obtaining
empirical evidence regarding the influence of
financial literacy on investment decisions mediated
by financial behavior among students at the Faculty
of Economics and Business, Jenderal Achmad Yani.
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This research finds that financial behavior cannot
mediate because students tend to be inconsistent in
managing their finances.

According to Baihaqqy & Sari,(2020) research
on 400 samples consisting of Baby Boomers,
Generation Xers and Gen-Y / Nextgen. This
research show that financial literacy has an effect on
investment decisions with an effect size of 2.1%.

The study conducts to examine the savings and
investment behaviour of young adults, their levels
of financial literacy and ascertains whether financial
literacy is an important predictor of savings and
Additionally, the study
investigatestherole of parental financial behaviour on

investment behaviour.

financial literacy, savings and investment behaviour
of young people. This study use questionnaires in
the form of Likert scale in 646 samples and found
that positive relationship between financial literacy
and investment behaviour is an indication that
financially literate individuals tend to engage more
in responsible investment behaviour than their peers
Owusu et al., (2022)

Ocansey, (2021) study to examine the relationship
between financial literacy and investment decision
among households in Greater Accra region of Ghana.
Primarily, the research examined the financial
literacy level as well as the impact of financial
literacy on household savings and their investment
decision. The key findings of this study have been
discussed under headings notably demographic
variables and financial literacy, financial literacy
Level of households and Effect of financial literacy
on savings and investment decisions of Households
in Greater Accra region of Ghana.

Alaaraj & Bakri, (2020) examines the effect of
financial Literacy on investment decision making
among investors in South Lebanon to achieve
the research objective, a quantitative approach
150
questionnaires were collected using convenience

was applied in which self-administered
sampling. And conclude there is dependence

between financial literacy and investment decision
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making.

The study of (Makdissi et al., 2024) explores the
role of financial literacy in shaping the investment
behavior of students in Lebanon, a demographic
poised to enter the workforce and engage with
various financial products through a quantitative
approach, data were collected from 300 students
across different disciplines using a structured
questionnaire that assessed their levels of financial
literacy, attitudes toward investing, and actual
investment behavior. The analysis reveals significant
insights into how varying levels of financial literacy
influence students’ investment decisions, attitudes,
and behaviors, underscoring the urgent need for
effective financial education programs.

Sabri,(2016) thisresearch tries to find the relationship
between levels of finance and investment decision-
making among Millennials in Malaysia and to
identify level of financial knowledge utilization
among them with sample size of101, targeting those
aged between 18 and 35 (defined as being in the
millennial age group). This research conducted an
online survey using questionnaires and the snowball
sampling technique to understand this phenomenon.
Findings are: a) Millennials who lack time of
money are more inclined to develop risk aversion
of investment decision-m b) Millennials who are
equipped with advanced financial literacy are
willing to risks in their investment decision-making.

Uddin et al., (2024) this study objective is to study
the impact of financial literacy on investment
decision and to explore the impact of financial
knowledge on investment decision. This research
uses quantitative method and convenience sampling
technique to collect the data and uses online
platforms, specifically Google forums. At last shows
that individual investors’ investment selections are
positively and significantly correlated with their
level of financial literacy. Three crucial factors of
financial literacy that affect the relationship are
knowledge, behavior, and attitude towards finances.

Sarah, (2012) The objective of the study is to
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establish the effect of financial literacy on investment
decisions making by pension funds in Kenya with
modified Likert scale questionnaire. And find that
financial literacy has a strong positive relationship
with investment decision making.

3. METHODS

This study implements a Quantitative and Descriptive
research and sample size of 212 respondents has been
selected to ensure a representative and meaningful
analysis. The study primarily relies on primary data
collection through a structured questionnaire
distribute through

as Facebook messenger, WhatsApp and

social media platforms
such

Instagram.

4. RESULT

4.1 Reliability Analysis
Table 1: Reliability Analysis

Variables Cronbach’s Alpha
Saving habit 0.855
Spending habits 0.809
[Understanding of financial product 0.881

The reliability test for this study confirms that the
questionnaire used to measure financial literacy and
investment decisions is consistent and dependable.
All variables achieved Cronbach’s alpha values
above the commonly accepted threshold of 0.7,
indicating strong internal consistency.

4.2 Descriptive Analysis

The demographic profile of the respondents in this
study reflects variables which are directly connected
to the population and status. In this study, age,
gender, education level, field of study, monthly
average money, living arrangement, source of
financial knowledge, which aligns with the broader
objective of assessing effect of financial literacy
on investment decision consumers in Bharatpur,
Chitwan.
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Table 2: Demographic Analysis

[Demographics Respondents | %
Age 18-20 21 9.9
20-24 153 72.2
24-26 27 12.7
IAbove 26 11 5.2
Gender Male 81 38.2
Female 131 61.8
[Education [+2 level / Diploma 45 21.2
Level Bachelor Level 141 66.5
Masters Level 26 12.3
Monthly Less than 5000 78 36.8
average 5000-10000 40 18.9
money 10000-20000 44 20.8
IAbove 20000 50 23.6
Source of  [School/ College 123 58.0
Financial  [Social media 32 15.1
Knowledge [Family/ Friends 38 17.9
Courses 19 9.0
Among the 212 participants,21 was aged 18-20
years (9.9%),153 of 20-24 years (72.2%), 27 of

24-26 years (12.7%) and 11 of Above 26 years
(5.2%). In terms of gender, 38.2% of respondents
were male and 61.8% were female, suggesting a
slightly higher female representation in the sample.
Regarding education level, 45 of them were in +2
level/diploma students (21.2%), 141 of them were
bachelors’ level students (66.5%), 26 of them were
masters level students (12.3%).In terms of gender,
monthly average money respondents of (36.8%)
have less than 5000, (18.9%) have 5000-10000,
(20.8%) have 10000-20000, (23.6%) have Above
20000.Similarly, source of financial knowledge
from school / college (58%), social media (15.1%),
family / friends (17.9%), courses (9%).

4.3 Correlation Analysis

Table 3: Correlation Analysis

SAH SPH UFP
SAH 1 0.622™ 0.480™
SPH 1 0.515™
UFP 1

Note: **-Correlation is significant at the 0.01 level
(2-tailed)
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The correlation results show a positive and

significant relationship among all financial
literacy variables. Saving habit (SAH) is strongly
correlated with spending habit (SPH) (r = 0.622)
and moderately correlated with understanding of
financial products (UFP) (r = 0.480). Similarly,
spending habit (SPH) has a moderate positive
correlation with understanding of financial products
(UFP) (r = 0.515). This indicates that students with
better saving habits tend to have better spending

habits and a higher understanding of financial

products.
Table 4: Mean and Standard deviation of variables
Variables Mean SD
SAH 3.73 0.74
SPH 3.64 0.63
UFP 3.79 0.61

The measure for understanding of financial products
shows the highest mean (3.79), spending habits the
lowest (3.64), and saving habits falls in between
(3.73). All three means sit above the neutral midpoint
of 3, indicating that students in Chitwan generally
feel positive about their saving and spending
behaviors as well as their grasp of financial products

Here, moderate standard deviations indicate
moderate consistent responses.
Table 5: Model Coefficients
Chi-square df P-value
Step 19.094 0.001
Block 19.094 3 0.001
Model 19.094 3 0.001

The Omnibus Test of Model Coefficients shows
that the model is statistically significant. This
indicates that the independent variables financial
products jointly have a significant effect on students’
investment decisions and the model fits better than
the null model.

Table 6: Model Summary

Cox & Snell R
Square

0.086

Nagelkerke R
Square
0.137

-2 Log likelihood
191.963¢
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The Model Summary indicates an acceptable
model fit. The —2 Log Likelihood (191.963) shows
improved fit after including predictors. The Cox &
Snell R? (0.086) and Nagelkerke R? (0.137) reveal
that financial literacy variables— 8.6% to 13.7%
of the variation in students’ investment decisions,
indicating moderate explanatory power.

Table 7: Variables in the Equation

P-value OR
Q1 0.002 2.507
Q2 0.706 1.154
Q3 0.968 1.013

The hypothesis testing produced mixed results.
Saving habits showed a significant link with financial
literacy (p = 0.002). However, other variables like
spending habits (p = 0.706) and understanding of
financial products (p = 0.968), are not significant
with financial literacy. Essentially, while saving
habits are important for financial literacy, spending
habits and product understanding do not appear to
have the same impact.

5. DISCUSSION

The findings show that saving habits have a
significant positive influence on investment
decisions (p = 0.002), which is consistent with
previous studies that identify saving behavior as
a key driver of sound financial decision-making
(Owusu et al., 2022; Uddin et al., 2024; Alaaraj
& Bakri, 2020). This indicates that students who
practice regular and disciplined saving are more
likely to make informed and planned investment
decisions. Although prior studies such as Makdissi
et al. (2024) and Sabri (2016) suggest that spending
habits and understanding of financial products also
play an important role, the present study finds these
factors to be statistically insignificant, possibly due
to limited practical exposure and income constraints
among students. The results suggest that while
financial literacy components are interrelated,
saving habits play a more direct and influential role
in shaping investment decisions. This implies that
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financial education programs should place greater
emphasis on developing practical saving behavior
rather than focusing only on theoretical financial
knowledge. A key limitation of this study is the use
of only three variables to measure financial literacy,
which may not fully capture its multidimensional
nature. Therefore, future research should incorporate
additional factors and apply broader sampling
methods to enhance generalizability.

6. CONCLUSION

This study explores how different factors of financial
literacy affect the investment decisions of students
in Chitwan, Nepal. It focused on three key factors:
saving habits, spending habits, and understanding of
financial products. The main aim was to determine if
good money management leads to better investment
choices and to pinpoint which element of financial
literacy is most influential. Although the analysis
testing confirmed that saving habits have a
significant relationship with financial literacy, the
expected direct impacts of spending habits and
product understanding on investment decisions
were not as strong when examined in isolation.
Saving habits are crucial; other factors show limited
direct impact. Good saving habits contribute to
better financial literacy. However, spending habits
and product knowledge do not directly improve
investment decisions. The results suggest that
financial education initiatives should emphasize
practical saving skills, budgeting practices, and
long-term financial planning rather than relying
solely on theoretical knowledge. Universities and
policymakers are encouraged to integrate applied
financial literacy programs into academic curricula
to promote responsible investment behavior among
should
additional factors to strengthen the significance of
the study.
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