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Abstract 

 The mutual fund industry in India is undergoing a digital transformation 

driven by Artificial Intelligence (AI), FinTech innovations, and behavioral finance 

principles. This empirical study investigates how AI-powered digital finance tools 

influence investor behavior, decision-making, and satisfaction in mutual fund 

investments. Data is collected from 120 mutual fund investors through a structured 

questionnaire in Chennai. The study examines the impact of behavioral factors such 

as overconfidence, herd behavior, and risk perception, alongside the role of AI-

based platforms and financial literacy in shaping investment choices. Using 

correlation and regression analysis, results indicate that AI-enabled investment 

platforms positively influence rational investment decisions and mitigate behavioral 

biases. FinTech accessibility, transparency, and AI-driven recommendations 

significantly improve investors’ confidence and perceived ease of investing. The 

study concludes that AI and FinTech jointly enhance sustainable investment 

behavior by promoting informed, data-driven decisions in mutual fund investments. 
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I.INTRODUCTION 

 The Indian financial sector has undergone a remarkable transformation over 

the past decade, driven by the rapid integration of digital technologies and artificial 

intelligence (AI). Among various financial instruments, mutual funds have emerged 

as one of the most preferred investment avenues for individuals seeking both 

professional management and portfolio diversification. With increasing awareness, 

simplified processes, and regulatory support, the mutual fund industry has expanded 

its investor base across urban and semi-urban India. However, despite the 

convenience and accessibility offered by FinTech platforms, the final investment 

decision often depends on the investor’s perception, emotions, and behavioral 

patterns. 

 Traditionally, investment decisions were guided by rational financial models 

that assumed investors act logically to maximize returns. Yet, in reality, emotions, 

biases, and psychological factors often play a significant role. Behavioral finance 

bridges this gap by recognizing that people do not always make investment choices 

based purely on logic. For instance, some investors follow market trends due to herd 

behavior, while others may continue to invest aggressively because of 

overconfidence in their own judgment. These behavioral traits can either enhance or 

hinder portfolio performance depending on the level of financial literacy and the 

influence of digital tools available to them. 

 The emergence of AI-driven financial analytics has provided a new 

dimension to the investment ecosystem. Today, investors can access real-time 

insights, automated advisory tools, and predictive algorithms that analyze market 

fluctuations more efficiently than human advisors. Robo-advisors and AI-integrated 

FinTech applications such as Groww, Zerodha, Paytm Money, and Kuvera have 

made mutual fund investing simpler, faster, and more transparent. They not only 

recommend suitable funds based on investor profiles but also track emotional 

decision-making patterns over time. For instance, AI can detect when an investor 

tends to panic-sell during market downturns and can send gentle prompts or 

notifications encouraging a long-term perspective. 

 The FinTech revolution has also democratized access to financial products 

that were once limited to urban and high-income groups. With a smartphone and 

internet connectivity, even first-time investors in smaller towns can now explore 

multiple mutual fund options, evaluate risk, and monitor returns without the need 

for traditional brokers. This has made financial inclusion a more achievable goal, in 

line with the Indian government’s push toward digital transformation and 

sustainable finance. 

 In this context, the present study seeks to explore how AI, FinTech 

innovations, and behavioral finance factors collectively shape mutual fund 

investment decisions. It focuses on understanding whether the use of AI-based 

platforms helps investors overcome psychological biases, make rational choices, and 
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improve satisfaction with their investment outcomes. The study also aims to identify 

whether FinTech-enabled tools promote sustainable and informed investment 

behavior, ultimately contributing to a more resilient financial ecosystem. 

 

Objective of the Study 

1. To examine how Artificial Intelligence (AI) and FinTech innovations 

influence mutual fund investment decisions. 

2. To identify the impact of behavioral biases on investors’ decision-making 

and performance. 

3. To analyze the relationship between financial literacy, technology use, and 

rational investment behavior among mutual fund investors. 

 

Review of Literature 

 The relationship between investor psychology, technology adoption, and 

mutual fund investment behavior has been widely discussed in finance literature, but 

the integration of AI and behavioral insights remains a relatively recent area of 

exploration. 

 Early research in behavioral finance by Kahneman and Tversky (1979) 

challenged the traditional notion of rational investors. Their Prospect Theory 

demonstrated that people evaluate gains and losses asymmetrically, often showing 

risk aversion when facing potential gains and risk-seeking behavior when facing 

potential losses. This insight formed the foundation for understanding why investors 

sometimes act irrationally in financial markets. 

 Barberis and Thaler (2003) expanded this understanding by analyzing how 

psychological biases, such as overconfidence and representativeness, can lead to 

mispricing in markets. They argued that investors often rely on heuristics mental 

shortcuts that simplify decision-making but can lead to systematic errors. In the 

context of mutual funds, this could mean investors continue investing in 

underperforming schemes because of familiarity or recent performance trends. With 

the rise of technology, a new stream of literature began to examine the role of 

FinTech and AI in modern investment behavior. Chuen and Teo (2015) introduced 

the concept of “FinTech Innovation,” emphasizing how digital finance reduces 

information asymmetry and enhances financial access. In mutual funds, FinTech 

applications have automated processes like SIP (Systematic Investment Plans), risk 

assessment, and portfolio rebalancing. Gupta and Sinha (2022) found that investors 

using AI-based platforms are more likely to make data-driven decisions, reducing 

impulsive reactions caused by market volatility. 

 AI’s ability to analyze massive datasets has also changed how financial 

advisors and investors understand market trends. Brynjolfsson and McAfee (2017) 

highlighted that machine learning models can identify complex relationships 

between macroeconomic indicators and asset performance, helping investors choose 
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funds that align with their risk appetite. Sharma (2023) further noted that AI-driven 

recommendations increase investor confidence, especially among millennials who 

value technology-enabled transparency. 

 The role of behavioral finance within digital investing is also gaining 

attention. Studies by Singh and Bansal (2021) found that mobile investment 

applications can nudge investors toward more consistent saving and investing habits. 

By providing real-time feedback, visual dashboards, and personalized alerts, these 

apps leverage behavioral economics principles to encourage long-term wealth 

creation. In addition, sustainable finance has emerged as a crucial area in the mutual 

fund landscape. ESG (Environmental, Social, and Governance) funds have become 

increasingly popular as investors seek not only financial returns but also positive 

social impact. Kumar and Rani (2022) observed that FinTech platforms are now 

using AI to assess ESG scores and present socially responsible investment options, 

appealing to ethically conscious investors. 

 The present study, therefore, bridges this gap by empirically examining the 

interplay between AI analytics, FinTech adoption, behavioral biases, and mutual 

fund investment decisions. By collecting and analyzing primary data from investors, 

this research aims to contribute practical insights into how digital innovations and 

human behavior intersect in shaping financial decision-making in today’s 

technology-driven world. 

 

Research Methodology 

 The present study follows an empirical research design aimed at 

understanding how artificial intelligence (AI) tools and FinTech innovations 

influence mutual fund investment decisions, particularly through behavioral finance 

factors. The research focuses on gathering firsthand information from mutual fund 

investors who actively use digital investment platforms such as Groww, Zerodha, 

Paytm Money, and Kuvera. 

 Both primary and secondary data were used in this study. The primary data 

was collected through a structured questionnaire designed to measure key aspects 

such as investors’ behavioral biases, perception of AI-based recommendations, 

satisfaction with FinTech applications, and the overall impact of technology on 

investment decisions. The questionnaire consisted of close-ended statements on a 

five-point Likert scale, ranging from “strongly disagree” to “strongly agree.” 

 A total of 120 mutual fund investors from Chennai were selected as 

respondents using the convenience sampling method, as they were accessible and 

represented a mix of experienced and new investors. The respondents included both 

working professionals and self-employed individuals with varying levels of 

investment experience. 

 Secondary data was collected from credible sources such as SEBI (Securities 

and Exchange Board of India) reports, AMFI (Association of Mutual Funds in India) 
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publications, and research articles from financial journals. These sources provided 

insights into market trends, the growth of AI in finance, and behavioral aspects of 

investors. 

 For data analysis, the study used descriptive statistics, correlation analysis, 

and multiple regression analysis to identify relationships between variables. The main 

variables considered were AI-driven financial analytics, FinTech adoption, 

behavioral biases, and investment decisions. The analysis was carried out using SPSS 

software, allowing the researcher to test the significance of relationships and verify 

the study’s hypotheses. 

 Overall, the methodology adopted in this research provides a clear and 

evidence-based approach to understanding how technology and psychology 

combine to shape mutual fund investment behavior. It ensures both statistical 

accuracy and practical relevance for investors, policymakers, and financial 

institutions.  

 

Data Analysis and Interpretation 

 The data collected from 120 mutual fund investors in Chennai were 

analyzed using SPSS software to understand the relationship between AI-driven 

financial analytics, FinTech adoption, behavioral biases, and investment decisions. 

The analysis involved descriptive statistics, correlation analysis, and multiple 

regression to test the research hypotheses. 

 

Descriptive Statistics 

 The descriptive statistics provide an overview of the respondents’ 

perceptions of AI tools, FinTech applications, and behavioral tendencies in mutual 

fund investing. The mean and standard deviation values indicate the general level of 

agreement and variation among respondents. 

 

Variables N Mean Std. Deviation 

AI-Driven Financial Analytics 120 4.12 0.64 

FinTech Adoption and Usage 120 4.05 0.72 

Behavioral Biases (Overconfidence, Herding) 120 3.21 0.81 

Financial Literacy 120 3.89 0.69 

Investment Decision Quality 120 4.18 0.58 

 

 The results show that most respondents highly value AI-driven analytics 

(mean = 4.12) and find FinTech platforms easy to use (mean = 4.05). The relatively 

lower mean score for behavioral biases (3.21) indicates moderate presence of biases 

such as overconfidence and herd behavior, suggesting that AI tools may help in 

minimizing their impact. Investment decision quality recorded the highest mean 
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(4.18), showing that most investors perceive positive outcomes from using AI and 

FinTech solutions.  

 

Correlation Analysis 

 Correlation analysis was used to examine the strength and direction of the 

relationship between AI analytics, FinTech adoption, behavioral biases, and 

investment decision-making. 

 

Variables AI Analytics 
FinTech 

Adoption 

Behavioral 

Bias 

Financial 

Literacy 

Investment 

Decision 

AI Analytics 1 0.612** -0.431** 0.528** 0.713** 

FinTech Adoption 0.612** 1 -0.389** 0.495** 0.648** 

Behavioral Bias -0.431** -0.389** 1 -0.312* -0.486** 

Financial Literacy 0.528** 0.495** -0.312* 1 0.583** 

Investment Decision 0.713** 0.648** -0.486** 0.583** 1 

Note: *p < 0.05, **p < 0.01 

 

 There is a strong positive correlation between AI-driven analytics and 

investment decisions (r = 0.713, p < 0.01), indicating that investors using AI tools 

tend to make more informed and rational investment choices. FinTech adoption also 

shows a significant positive relationship (r = 0.648, p < 0.01) with investment 

decision quality. Behavioral biases, however, have a negative correlation (r = -0.486, 

p < 0.01), suggesting that higher biases lead to poorer decision outcomes. Financial 

literacy plays a complementary role, improving decision quality when combined with 

technology adoption. 

 

Regression Analysis 

 A multiple regression analysis was conducted to determine how strongly AI 

analytics, FinTech adoption, behavioral biases, and financial literacy predict the 

quality of mutual fund investment decisions. 

 

Dependent Variable: Investment Decision Quality 

Predictor Variables 
Unstandardized 

Coefficients (B) 

Std. 

Error 

Standardized 

Coefficients 

(Beta) 

t 
Sig. (p-

value) 

Constant 0.82 0.21  3.91 0 

AI-Driven Financial Analytics 0.41 0.07 0.46 5.85 0.000** 

FinTech Adoption 0.33 0.09 0.37 3.88 0.001** 

Behavioral Biases -0.26 0.08 -0.29 -3.25 0.002** 

Financial Literacy 0.28 0.1 0.31 2.8 0.006* 
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Model Summary: 

R = 0.823 R² = 0.677 Adjusted R² = 0.662 F = 46.75 Sig. = 0.000 

 The regression model is statistically significant (F = 46.75, p < 0.001), 

explaining 67.7% of the variance (R² = 0.677) in investment decision quality. AI-

driven financial analytics has the highest standardized beta value (β = 0.46), 

indicating it is the strongest predictor of investment performance. FinTech adoption 

(β = 0.37) also significantly enhances decision-making. Behavioral biases have a 

negative beta (β = -0.29), confirming their adverse influence. Financial literacy 

positively affects rational decision-making, emphasizing the combined role of 

knowledge and technology in improving investment behavior. 

 

Summary of Hypothesis Testing 

Hypothesis Statement Result 

H1 
AI-driven financial analytics significantly influence mutual fund investment 

decisions. 
Accepted 

H2 Behavioral biases negatively affect rational investment decisions. Accepted 

H3 
FinTech adoption significantly enhances investor satisfaction and decision-

making. 
Accepted 

H4 
AI-enabled platforms promote sustainable and informed investment 

behavior. 
Accepted 

 

 All hypotheses were supported by the data. The findings clearly establish 

that AI-based financial tools and FinTech innovations positively impact mutual fund 

investment behavior by improving awareness, reducing psychological biases, and 

promoting data-driven decision-making. Investors who use AI-integrated platforms 

are more confident, rational, and satisfied with their investment outcomes. 

 The analysis highlights that investors perceive AI-driven tools as reliable 

assistants in managing mutual fund investments. Behavioral biases still exist but are 

mitigated by the consistent use of digital platforms that offer transparent insights, 

portfolio comparisons, and data-based recommendations. Financial literacy 

enhances the benefits of technology, suggesting that education and AI must go hand 

in hand for sustainable investment development. The findings imply that the 

integration of AI, behavioral finance awareness, and FinTech adoption can 

strengthen investor confidence, improve market participation, and support the 

broader goals of digital financial inclusion and responsible investing. 

 

Findings of the Study 

 The present study provides valuable insights into how artificial intelligence 

(AI), FinTech innovations, and behavioral finance jointly influence mutual fund 
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investment decisions. The results from descriptive, correlation, and regression 

analyses reveal several important findings. 

 First, the study found that AI-driven financial analytics play a crucial role in 

shaping rational investment behavior. Investors who use AI-powered tools such as 

robo-advisors, automated dashboards, and predictive fund analysis systems make 

more informed and data-driven decisions compared to those relying solely on 

traditional advice. The regression analysis confirms that AI analytics have the 

strongest impact on investment decision-making, explaining a significant portion of 

the variance in decision quality. Second, FinTech adoption emerged as a major 

enabler of accessibility and transparency. Digital platforms have simplified the 

investment process, allowing investors to track performance, evaluate risk, and 

manage portfolios efficiently. The strong positive correlation between FinTech 

usage and investment satisfaction suggests that technological ease and user-friendly 

interfaces encourage consistent investment behavior, particularly among younger 

investors. Third, the study highlights that behavioral biases such as overconfidence 

and herd behavior negatively affect investment performance. Investors who rely 

heavily on peer influence or personal judgment without proper data analysis are 

more prone to losses or inconsistent returns. However, the integration of AI-based 

suggestions helps minimize such irrational tendencies by providing factual insights 

and behavioral nudges. 

 Fourth, financial literacy significantly complements technological adoption. 

Investors with higher financial awareness are better equipped to interpret AI-based 

recommendations and avoid emotional decision-making. This synergy between 

knowledge and technology contributes to improved financial discipline and portfolio 

stability. The study notes that sustainability-oriented investment behavior is 

gradually increasing. Investors are becoming more conscious of ESG 

(Environmental, Social, and Governance) funds and sustainable financial options, 

influenced by the transparency and information availability offered by FinTech 

platforms. 

 

Suggestions 

 Based on the results of the study, several practical suggestions can be made 

for investors, financial institutions, and policymakers. 

Enhance Investor Awareness: Financial institutions and FinTech companies 

should conduct regular awareness programs to educate investors about AI-

integrated investment tools and behavioral finance principles. This can help 

investors make more rational and sustainable financial decisions. 

Integrate Behavioral Insights into AI Systems: Developers of robo-advisors and 

FinTech apps should incorporate behavioral tracking features that identify investor 

tendencies such as risk aversion or impulsive trading. AI tools can then provide 

personalized alerts or guidance to promote consistent investment habits. 
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Promote Financial Literacy: Educational institutions, regulatory bodies, and 

financial organizations should collaborate to introduce financial literacy modules 

that explain the basics of mutual funds, digital investments, and risk diversification. 

Well-informed investors are more likely to benefit from AI and FinTech platforms. 

Strengthen Regulatory Oversight:  Regulators such as SEBI should ensure that 

AI-based financial tools maintain transparency and ethical standards. Regular audits 

of algorithmic recommendations can protect investors from misleading or biased 

information. 

Encourage Sustainable Investing: Fund houses should expand ESG-oriented 

mutual fund options and use AI to evaluate their environmental and social impact. 

This aligns investor interests with broader sustainability goals, enhancing the 

credibility of the financial ecosystem. 

Improve User Experience in FinTech Platforms: Continuous improvement in 

design, customer support, and personalization will make digital platforms more 

inclusive and appealing, especially to first-time investors from semi-urban areas. 

 

II.CONCLUSION 

 This study demonstrates that the integration of artificial intelligence, 

FinTech innovation, and behavioral finance is transforming the mutual fund 

landscape in India. AI and FinTech tools are not merely technological conveniences 

they act as behavioral stabilizers that guide investors toward rational and disciplined 

decision-making. The empirical results confirm that AI analytics and FinTech 

adoption significantly improve investment quality and satisfaction, while behavioral 

biases tend to distort judgment. Financial literacy bridges this gap by helping 

investors interpret data and make sound decisions. Together, these elements 

contribute to the development of a more informed, confident, and sustainable 

investor community. 

 The findings also have broader implications for India’s financial ecosystem. 

As digital finance continues to expand, the emphasis must remain on ethical AI 

usage, transparency, and investor education. When technology is designed with 

human behavior in mind, it can empower individuals to achieve financial stability 

and long-term growth. The future of mutual fund investing lies in the harmonious 

blend of human intelligence and artificial intelligence   where data, emotion, and 

ethics combine to create a more inclusive and sustainable financial environment. 
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