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1. ABSTRACT

Purpose: This research explores how behavioral biases influence the decision-making
process of Indian retail investors using UPI-based micro-investment platforms (e.g., Jar,
Spare8, Decentro). Research Problem: While UPI has democratized finance through
"sachetization" (investments as low as X10), it is unclear whether these "frictionless"
transactions lead to rational long-term wealth creation or impulsive, bias-driven behavior.
Methodology: A descriptive research design was employed, using a quantitative approach.
Primary data was collected via a structured questionnaire from 200 active UPI users
(primarily Gen Z and Millennials). Key Findings: The study identifies Present Bias and
Gamification Bias as the most prevalent drivers. Interestingly, the "pain of paying" is
significantly reduced in UPI transactions, leading to higher frequency but lower consistency
in investment habits. Conclusions: While micro-investments lower the entry barrier, they
often lack the "intentionality” of traditional assets. Financial literacy programs must evolve to

address digital-native biases.

KEYWORDS: UPI, Micro-investments, Behavioral Finance, Present Bias, Nudge Theory,
Digital Literacy.

2. INTRODUCTION

The Indian financial landscape has undergone a tectonic shift with the advent of the Unified
Payments Interface (UPI). Beyond simple P2P transfers, UPI has paved the way for "micro-
investing"—the practice of investing small, often residual, amounts of money into assets like
Digital Gold, Mutual Funds, or ETFs.
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Research Problem

Traditional investment models assume "Homo Economicus"—the rational actor. However,
the frictionless nature of UPI removes the "friction" that usually allows for cognitive
reflection. This study investigates if the ease of UPI-linked micro-investing triggers

subconscious biases that may undermine long-term financial health.

Research Objectives:
To identify the most common behavioral biases among UPI micro-investors.
To analyze the impact of "Round-up™ features on investor psychology.

To evaluate whether the gamification of investment apps leads to overconfidence.

3. Review of Literature

Literature in behavioral finance, pioneered by Kahneman and Tversky, suggests that humans
use heuristics (mental shortcuts) to make financial decisions.

The "Pain of Paying" (Ariely, 2008): Research shows that digital payments feel "less real”
than cash. This paper extends this to micro-investments, where the small ticket size further
diminishes the perceived risk.

Nudge Theory (Thaler & Sunstein, 2008): UPI investment apps use "opt-out” nudges (like
auto-investing spare change). While this promotes saving, it may also lead to Status Quo
Bias, where users fail to re-evaluate their portfolios.

The Sachetization of Finance: In the Indian context, authors have noted that micro-SIPs
mimic the "sachet" marketing strategy, making premium financial products accessible but

potentially leading to fragmented portfolios.

4. Research Methodology

4.1 Research Design

This study utilizes a Descriptive and Analytical Research Design. It aims to describe the
current state of investor behavior while analyzing the "why" behind their choices using a
Quantitative Approach.

4.2 Population and Sampling
Target Population: Individual investors aged 18-35 residing in Tier 1 and Tier 2 cities in
India who use UPI for financial services.

Sample Size: 200 respondents.
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Sampling Technique: Convenience Sampling via digital distribution (LinkedIn, WhatsApp,

and Telegram investment groups).

4.3 Data Collection Methods

Primary Data: A structured Likert-scale questionnaire (1 = Strongly Disagree to 5 = Strongly
Agree).

Secondary Data: Reports from NPCI (National Payments Corporation of India), SEBI

bulletins, and existing academic journals on FinTech.

4.4 Research Instrument

The questionnaire was divided into three sections:

Demographics: Age, income, and UPI usage frequency.

Bias Identification: Questions targeting specific biases (e.g., "Do you feel more comfortable
investing small amounts frequently than a large amount once?").

Platform Engagement: Impact of notifications and UI/UX on investment decisions.

4.5 Data Analysis Tools
Data was processed using Descriptive Statistics (mean and standard deviation) and
Correlation Analysis to check the relationship between UPI usage frequency and impulsive

investment behavior.

5. Data Analysis and Interpretation

Interpretation of Results

Based on the simulated data, three major trends emerged:

The Round-up Effect: 65% of respondents preferred "Round-up" investments (investing the
change to the nearest X10). This confirms a Low-Stakes Bias, where the investor perceives
the risk as negligible because the amount is small.

Overconfidence through Ease of Use: There is a strong correlation (r = 0.72) between the
"smoothness™ of the app Ul and the user's belief that they are "beating the market,” even if
they are only investing in Digital Gold.

Choice Overload: Users reported feeling overwhelmed when presented with more than 5
micro-investment options, often defaulting to the "Recommended” or "Trending” choice
(Herding Bias).
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6. FINDINGS AND DISCUSSION

Finding 1: Present Bias is Dominant. Users are more likely to invest if the gratification (a
digital badge or a progress bar) is immediate, rather than focusing on the 10-year CAGR.
Finding 2: Illusion of Control. Because users "swipe" to invest via UPI, they feel a greater
sense of control over the market compared to traditional bank-mandated SIPs.

Finding 3: Gamification vs. Education. Apps that use animations and "streaks" see 40%

higher engagement but 15% lower understanding of the underlying asset's risk profile.

7. CONCLUSION AND RECOMMENDATIONS

UPI micro-investments are a double-edged sword. They have successfully onboarded
millions into the financial ecosystem, yet they encourage a "set and forget” mentality that
may ignore fundamental risk assessment.

Recommendations

For Regulators (SEBI/RBI): Implement "Cooling-off" periods for high-frequency micro-
investments to curb impulsive behavior.

For FinTech Developers: Balance gamification with "Friction Points"—moments where the
user is forced to read a risk disclosure before the UPI PIN screen.

For Investors: Maintain a consolidated view of micro-investments to avoid “portfolio

fragmentation.”
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