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Do trust in financial institution and financial
literacy enhances intention to participate in stock
market among Indian investors during COVID-19
pandemic?

Mohd Adil’, Yogita Singh’, Mohammad Subhan'*, Mamdouh Abdulaziz Saleh Al-Faryan? and
Mohd Shamim Ansari®

Abstract: This research aims to investigate the significance of trust in financial
institution and financial literacy in the investment decision-making of individual
investors during the COVID-19 pandemic and investigates the strength of the theory
of planned behavior (TPB) in this framework. This study considered a structured
questionnaire to collect data from 460 individual investors of different districts in
four states of India. For testing the research hypotheses, SPSS and PLS-SEM were
taken into consideration. The findings enlighten that elements of TPB, i.e. attitude
(ATT) and subjective norms (SNs), are significantly associated with investment
intentions (INT) while perceived behavioral control (PBC) displays an insignificant
association with INT. Furthermore, along with the original components of the TPB
model, Trust in financial institution (TFI) and Financial Literacy (FL) were also
incorporated in the model, which shows a significant affect on investors’ intention
to invest in the stock market. The results stated that TFI is the most significant
factor that enhances investors’ intention to participate in stock market during
COVID-19 pandemic. The study describes that during the phase of uncertainty like
COVID-19 pandemic trust is the most important factor that enhances investors’
participation in the stock market. Authors suggest SEBI and other financial institu-
tions should promote trust and trusting behavior in financial institutions as it is
significant not only from the perspective of financial development but also to
empower the individuals to gain from institutional services as well as to guard
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them, from possible negative effects (like financial frauds), which are more likely to
be present outside of regulatory boundaries. This study is one of the initial attempts
in the context of the Indian Stock Market to introduce TFI as a dual (both mediating
and moderating) variable between the basic constructs of TPB. Further, the study
also examines the importance of trust in financial institution and financial literacy in
enhancing investors’ intention to participate in stock market during COVID-19
pandemic.

Subjects: Quantitative Finance; Statistics for Business, Finance & Economics; Finance

Keywords: theory of planned behavior; trust in financial institutions; financial literacy;
Indian stock market; COVID-19 pandemic

1. Introduction

According to capital market theory, individuals must invest a portion of their income in stocks to
earn a profit with the risk premium on their investments (Curcuru et al., 2010; Singh et al., 2022).
Although, the prior researches on individual portfolio choice patterns display that several of them
do not invest in the financial market or have limited participation in the stock market (Adil et al.,
2022). The phenomenon of non-participation in financial markets is very common around the
globe (Guiso et al, 2008a). Existing literature reveals that there is typically low investment
participation of individuals in financial market and that a majority of individuals do not invest in
stocks at all (Akhtar & Das, 2018). They prefer to invest their money into safe assets rather than
stocks. Individuals with stable positions in stock markets hold small numbers of assets. These
situations are known as the limited participation or non-participation puzzle of stock markets
(Polkovnichenko, 2004; Vissing-Jergensen & Attanasio, 2003). There is a plethora of research
that examines the social and cognitive factors that act as obstacles to stock investment in order
to explain the stock market non-participation puzzle. Literature suggests that individual stock
market participation is influenced by factors such as financial sophistication and educational
attainment (Christelis et al., 2011), cognitive ability (Benjamin et al., 2013), political orientation
(Kaustia & Torstila, 2011), optimism (Puri & Robinson, 2007), experience regarding stock market
return (2009, investment ability (Graham et al.,, 2009) financial literacy (Van Rooij et al., 2011),
sociability (Georgarakos & Pasini, 2011), and trust in financial institution (Guiso et al., 2008a).

Over the past several decades, stock market participation has attracted researchers’ attention
(e.g., Shehata et al., 2021; Van Rooij et al., 2011), with several variables factors being introduced
and scrutinized to elucidate investors’ investment intention. While the body of information is vast,
there is a gap in the literature, i.e., limited research on individual investment behavior in the
presence of an external source of stress, like the world health crisis, although existing researchers
have acknowledged the influence of events like the Ebola virus outbreak (Ichev & Maring, 2018)
and several other disasters (Kowalewski & Spiewanowski, 2020) on stock market returns. It is
crucial to note that, while such events cause havoc, they also serve as a perfect natural ground to
evaluate the investment behavior of investors. The COVID-19 pandemic provides another such
experimental setting for inspecting investors’ behavior to fill the gap in the linked results (Ortmann
et al., 2020). Hence, this study tries to elucidate the investor’s intention to participate in stock
market during COVID-19 pandemic.

On 30 January 2020, the World Health Organization announced a health-care emergency (Anser
et al., 2021), and on 11 March 2020, it was proclaimed a global pandemic (Ciotti et al., 2020).
A pandemic refers to a disease that spreads to a large number of individuals in multiple nations at
the same time. The COVID-19 pandemic not only limits its influence on deteriorating people’s
health but also negatively influences financial and economic activities (Hua & Shaw, 2020). While
the number of infections increases, many governments have implemented considerable counter-
measures, such as lockdowns. Due to this, the economic cycle is disturbed and individuals do not
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understand what they are supposed to do in such a crucial situation. In this situation of COVID-19,
Francis Fukuyama states that the most important factor in dealing with the crisis is trust. As he
puts it, trust is the single most important commodity that will determine the fate of a society”
(Fukuyama, 2020). Trust in financial market may be defined as individuals’ perception that finan-
cial institutions are usually reliable and can be dependent on fulfilling their commitments (Van Der
Cruijsen et al., 2021). According to Van Esterik-Plasmeijer and Van Raaij (2017), individuals with
a high level of trust are confident that the financial institution is looking out for their best interests.
Trust in institutions plays a significant role in influencing stock market participation as a lack of
trust in financial market reduces individual participation in financial market which, in turn, will
affect overall economic growth (Jaffer et al., 2014). It is reasonable to expect that those who do
not trust others or society in general will be less likely to invest in financial markets (Qiu et al.,,
2020). Hence, it is noteworthy to examine how trust in financial market enhances investors’
intention to participate in stock market in this war-like situation of uncertainty.

The COVID-19 pandemic wreaked havoc on economies all around the world, one of which was
India, and economically, individuals are ill-equipped to deal with the economic stagnation. This
unpreparedness is partly caused by the individual’s lack of financial literacy (Yuesti et al., 2020).
Individuals with low financial literacy are usually oversensitive to informal financial institutions
(Mufoz-Murillo et al., 2020) and resulting in high return costs (Meng & Choi, 2019). Financially
illiterate individuals are unable to assess and make informed decisions about their personal
finances (Chinen & Endo, 2012). This explains financial literacy as an important factor that can
help in making an effective investment decision (Adil et al,, 2022). Hence, this research also
focuses on the importance of financial literacy, asking whether financially literate individuals are
more willing to invest in the stock market during COVID-19 pandemic. According to Lusardi (2019),
individuals with high financial literacy make better investment decisions. For instance, the rate of
interest is high on their savings accounts (Deuflhard et al., 2019), are more likely to own stocks
(Van Rooij et al., 2011) and have better-diversified portfolios (von Gaudecker, 2015). In a study,
Kersting et al. (2015) stated that financial literate investors have high trust in financial institutions,
which enhances their participation in the stock market. However, there is a lack of literature which
explains that the importance of financial literacy regarding individual intention to participate in
stock market and their trust in financial institutions, especially, during the phase of COVID19.
Hence, authors incorporate financial literacy in the model to understand how financial literacy
influences individual intention to participate in stock market. Overall, the research objective is to
examine the association between trust in financial institution, financial literacy and investment
intention among Indian stock market investors during COVID-19 pandemic. Accordingly, the
following research questions will be explored in this study:

RQ1. Does trust in financial institution enhancing investor intention to participate in the Indian
stock market during COVID-19 pandemic?

RQ2. Does financial literacy enhancing investor’s investor intention to participate in the Indian
stock market during COVID-19 pandemic?

RQ3. What is the moderating and mediating role of trust in financial institution in the relation-
ship between attitude, subjective norms perceived behavioral control and investment
intention during COVID-19 pandemic?

RQ4. What is the moderating role of financial literacy in the relationship between trust in
financial institution and investment intention during COVID-19 pandemic?

The present research seeks to answer these research questions by using data from 460 stock
market investors and analyzing it using the structural equation modeling (SEM) technique. The
present study tries to incorporate trust in financial institution and financial literacy in TPB to
provide new insight in the literature of behavioral intention during the COVID-19 pandemic. The
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research applies the mediation-moderation approach which helps to understand the importance
of trust and financial literacy which enhance individual intention to participate in stock market
during COVID-19 pandemic. Moreover, the study also helps to understand how trust in financial
institution can be enhanced by increasing an individual’s level of financial literacy. To our knowl-
edge, past studies on investors’ investment intentions have not captured this possibility.

2. Review of literature and hypotheses development

2.1. Brief description of the theory of planned behaviour (TPB)

The conceptual framework considered in the present study is based on TPB (Ajzen, 1991). TPB is
a development of the theory of reasoned action (TRA) (Ajzen & Fishbein, 1975), which was created
to address TRA’s limitations (Ajzen & Fishbein, 1975, 1980). TPB consists of three variables: attitude
toward behavior (ATT), subjective norm (SN), and perceived behavioural control (PBC) (Ajzen, 1991).
PBC is a new construct that was added to TRA to address its shortcomings (Ajzen, 1991). The
theory is considered the most convincing model for analyzing individual behavior (Ajzen, 1991).

TPB confirms that people’s behavioural decision-making mechanism is valid. Behavioural finance
is a novel arena. Therefore, it is reasonable to execute the TPB model in examining the investment
intention which is particularly inadequate in the existing literature. The association between
investment intention and the factors of the TPB model is enlightened further:

2.1.1. ATT and INT

Drawing on the TPB, attitude is a significant factor that influences behavioral intention. Attitude
defines as “the degree to which a person has a favourable or unfavourable evaluation or appraisal
of the behavior in question” (Ajzen, 1991). Attitude is determined as a process of fundamental
beliefs, which can be altered by secondary information or observation (Abbasi et al., 2020a; Meng
& Choi, 2019). Depending on these beliefs, individuals distinguish favorable or unfavorable atti-
tudes regarding the results of their actions. Successively, attitudes affect the intentions to perform
the behaviour. Most of the research has demonstrated that intention is positively influenced by
attitude (Gopi & Ramayah, 2007; Phan & Zhou, 2014). In the current research, a person’s attitude
regarding investing in the stock market might consider an essential element in establishing an
investment intention to accomplish the ideal degree of financial stability (Adil et al., 2022). Prior
research enlighten a significant impact of ATT on INT (Gamel et al., 2022; Mulyono, 2021; Natsir
et al,, 2021; Raut, 2020; Akhtar & Das, 2018; Maziriri et al., 2019; Alharbey & Van Hemmen, 2021.
Ha, 2020; Ha et al., 2019; Raut, 2020; Raut and Das, 2017)

2.1.2. SN and INT

According to TPB model, SN is another component that determines behavioural intention. SN is
defined as “the perceived social pressure to perform or not to perform the behavior” (Ajzen, 1991).
In layman’s terms, SN refers to an individual’s feeling of social pressure from influential people to
engage or not engage in a behavior (Adil et al., 2022). In TPB, subjective norms are revealed as
a straight contributing variable to influence behavioural intention (Yee et al., 2022; Norisnita &
Indriati, 2022; Gamel et al,, 2022; Adil et al., 2022; Nugraha & Rahadi, 2021; Natsir et al., 2021;
Prayoga et al, 2021; Khan et al., 2020; Ha, 2020). Therefore, the SN is considered a significant
factor to inspect investors’ investment intention (Ha et al., 2019).

2.1.3. PBC and INT

PBC is the third variable under TPB. According to Ajzen (1991) PBC defines as “the perceived ease or
difficulty of performing the behavior”. In conclusion, the capacity to perform certain behaviour is
associated with individual’s confidence in his or her ability to accomplish the behaviour (Ajzen,
1991). In a study Ibrahim and Arshad, 2018 results explained an insignificant association between
PBC and investment intention while researchers like Adil et al. (2022); Echchabi et al. (2021); Natsir
et al. (2021); Raut (2020); Raut and Das (2017); Phan and Zhou (2014); Raut et al. (2018) reveals
that PBC was positively associated with the investment intention regarding stock market
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Figure 1. Conceptual model,
Note: TFI = Institutional Trust

participation. However, it is noteworthy to examine the influence of PBC on INT. Hence, the
following hypotheses can be proposed

Hypotheses: ATT (H1), SN (H2), and PBC (H3) influences individual intention to invest in the stock
market.

2.2. Addition of supplementary constructs into TPB

Adil et al. (2022) suggest that specific-field variables can be incorporated in TPB to increase
predictive capability. Further, TPB theory could enlighten the notion of investment intention with
more explanatory power when conceptualized and instrumentalised along with other factors like
traits, economic, and environmental factors (Adil et al., 2022; Herawati & Dewi, 2020; Raut, 2020).
Similarly, two additional factors, i.e., trust in financial institutions (TFI) and financial literacy (FL)
are incorporated in the basic variables of TPB to inspect the investment intention of investors
during COVID-19 pandemic (see, Figure 1). Literature of behavioural finance has exposed that trust
in financial institutions (also known as institutional trust) (Kersting et al., 2015) and financial
literacy is assumed to be an essential part in deciding investment behaviour (Adil et al.,, 2022;
Raut, 2020).

2.3. Trust in financial institution (TFI)

Trust means “the willingness of a person to be vulnerable to the actions of another party based on
the expectation that the other will perform a particular action important to the trust or, irrespec-
tive of the ability to monitor another party” (Mayer et al.,, 1995). In the present research, trust
refers to the trust in financial institutions. Moreover, trust in financial institution is defined as the
individual’s confidence in the financial institution’s integrity and dependability, and the belief that
the financial institution has attributes that are beneficial to consumers. TFI is considered
a significant element that enhances investor behavior (Engelhardt et al., 2021). It is well docu-
mented that an efficient and stable working of financial institutions impact on economic growth
positively (Gurley & Shaw, 1955; Herwartz & Walle, 2014). However, trust is one of the key
parameters which affect the working of financial institutions (Allen et al., 2012), as it is a crucial
part of everyone’s life and also affects economic decisions (Baidoo & Akoto, 2019). Previous
researchers explained the role of trust in making economic decisions (AJAYI, 2016; Delis &
Mylonidis, 2015; Filipiak, 2016; Guiso et al., 2008b) and stock market participation (Kang et al,,
2016; Georgarakos & Pasini, 2011b; Guiso et al., 2008a). In a study, Kang et al. (2016) applied trust
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theory to examine funders’ motivations for investing in crowdfunding. Maziriri et al. (2019) exam-
ined the influence of perceived risk elements on investor trust and the intention to invest in online
trading platforms among students at a selected university in South Africa. The study found out
that trust in online trading platforms enhances students’ intention to invest. Further, Alharbey and
Van Hemmen (2021) examined how trust effect investors intention in equity crowdfunding. The
finding of the study specify that trust is the major factor that influence investors intention to
invest. Existing literature reported the positive effect of trust on individuals’ attitude, perceived
behaviour control, and behavioural intention (Ashraf et al.,, 2015; Hsu, 2013; Lin, 2011; Pavlou,
2002; Wu & Chen, 2005). However, previous research has not examined the relationship of trust
with individuals’ behavioural intention toward stock market participation during COVID-19.
Therefore, the following hypothesis is proposed:

Hé4: Trust in financial institution significantly influences investment intention during COVID-19.

2.3.1. Interaction effect of TFI on the association among ATT, PBC, and INT

The association between TFI and TPB can be investigated in a number of ways, in which trust is
assumed as the common precursor of ATT, SN, and PBC. The current study tries to establish the
interaction effect of trust in financial institution on the relationships between Attitude, PBC, and
Investment intention. Trust can often be surmised on the trustworthiness displayed to other
people or any organization (Robbins, 2016) and can be deduced as a deciding factor for decision-
making or other associated market transactions (AJAYI, 2016). According to Wu and Chen (2005)
trust can be a perceptual resource that controls individual to gain control over stock market
investment. When financial institution behaves according to the expectation of investors, the
investors’ trust in financial institution increases and this will lead to enhances investors’ control
on stock market investments. Hence, it can be stated that trust in financial institution may help in
improving their level of PBC which thus would result in increasing the level of investment intention.

Trust is considered as a crucial behavioral belief that directly influences an individual’s attitude
toward behavior (Hsu, 2013; Pavlou, 2002). As per the social cognitive theory, performance
expectation refers to an individual’s assessment of a given behavior yielding a specific outcome,
which is strongly tied to an individual’s attitude toward behavior (Bandura, 1986). According to
Bachas et al. (2016) trust in financial institutions plays an important role in stock market participa-
tion, because investors are unlikely to invest in the stock market if they do not trust the financial
institution. Hence, it can be stated that individual attitude toward investment in the stock market
can be enhanced as their trust in financial institutions increases. Therefore, the following hypoth-
eses are proposed:

H5: TFI moderates the association amid PBC and investment intention
H6: TFI moderates the association amid ATT and investment intention

2.3.2. Mediation effect of TFI

According to previous literature, subjective norms play a significant part in deciding individual
intention to execute a specific behavior (Phan & Zhou, 2014). According to (Ajzen, 1991), people’s
intention of executing a specific behavior is affected by normative beliefs. This belief has been
developed due to the trust of an individual on his/her referent group.

Beside subjective norms, trust is also an important psychological factor that influences indivi-
duals to execute a particular behaviour (Saparudin et al., 2020). Past literature also explains that
there is a significant association between trust and subjective norms (Gong et al.,, 2019). Trust is
considered as a basic pillar for an individual which leads to follow the advice of others. Trust and
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subjective norms go hand-in-hand (Gong et al., 2019). Hence, it is noteworthy to examine how
trust mediates the relationship between subjective norms and investment intention. Therefore, the
authors proposed the following hypothesis;

H7: TFI mediates the relationship between subjective norms and investment intention.

2.4. Financial literacy (FL)

John Adams of USA first coined the term Financial Literacy in the year 1787 when he addressed
the then-President Thomas Jefferson, notifying the dire need for it in order to overcome the
widespread confusion and distress prevailing in America, caused due to the mass ignorance of
credit, along with the confusion prevailing over the nature of coins and their circulation (Corps,
2014). Following this phase, development in the field started gaining pace with Financial Literacy
popping up every now and then, continuously being used by various researchers, organizations as
well as the government, albeit differently (Hung et al, 2009). Remund (2010) tried reviewing
several studies since the year 2000 and concluded that research directed towards financial literacy
was a humungous challenge due to the non-existence of a proper definition for financial literacy in
the past literature. Some researchers believed that financial literacy was a supplementary term for
financial knowledge (Bucher-Koenen et al., 2017) whereas some other researchers felt that the
basic knowledge of financial concepts and its concurrent ability of performing basic calculations
was financial literacy (Lusardi, 2008a, b; Lusardi & Mitchell, 2011).

According to Mandell (2008) financial literacy was the ability that could evaluate various
upcoming and sophisticated financial instruments to make an analyzed decision for instrument
choices as well as the long-term benefits that could be gained from its use. As per Lusardi and
Tufano (2015), debt literacy was a vital component of financial literacy and thus it had to do with
the ability to perform decisions about debt and applying interest-compounding knowledge to
actual life situations. Further, Organization for Economic Co-operation and Development (OECD)
has defined FL as knowledge regarding financial concepts and risk, and the influential application
of such knowledge to enforce efficient and effective decisions over a varied financial context to
enhance the individuals as well as the society’s financial well-being, also promoting participation
towards an economic life (OECD, 2016). Existing literature suggests that FL is a critical requirement
for the processing of data that assists investors in making critical investment decisions that are in
their best interests (Aren & Aydemir, 2015; Mandell, 2008) and enhance investor’s participation in
the financial market (Thomas & Spataro, 2018; Van Rooij et al., 2011). It has been also established
by the researcher and provide sufficient evidence to prove that FL significantly influences individual
financial attitude (Akhtar & Das, 2018; Raut, 2020) and individual financial behavior to invest in the
stock market (Hassan Al-Tamimi & Anood Bin, 2009; Thomas & Spataro, 2018; Van Rooij et al.,
2011).

H8: Financial Literacy significantly influences investment intention.

2.4.1. Moderation effect of financial literacy on the association between TFI and INT

Behavioural finance literature has shown that financial literacy plays a significant part in deciding
investment intention (Raut, 2020) and investment decision-making (Akhtar & Das, 2018). Above all,
researcher also explains how financial literacy enhances the individual investment intention and
stock market participation (Adil et al, 2022; Raut, 2020; Sivaramakrishnan et al,, 2017). So
basically, financial literacy is considered as a significant factor in transforming individual invest-
ment intention. But financial literacy is not the only important factor that forecasts the investment
intention of individuals. According to the literature on behaviour finance, trust in financial institu-
tion is also considered an important element in forecasting investment intention (Shim et al,,
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2008). The investment is viewed as an action that needs a sense of trust in financial institution
while implementing the investment decision-making (Guiso, Sapienza, Zingales et al., 2008a).

According to the findings of the research which stated that there is a direct relationship
between individual literacy and trust (Lee & Kim, 2020). In a study, Guiso et al,, (2008a) stated
that better financial education about the stock market can reduce the negative effect of lack of
trust. So, it can be stated that financial literate investors with the high level of trust in financial
institution are more likely to invest in the stock market. Hence, in this research, authors assume
that a high level of financial literacy enhances individual trust in financial institution and this leads
to enhance individual investor intention to participate in stock market (Georgarakos & Pasini,
2011a). Therefore, the authors proposed the following hypothesis:

H9: Financial literacy moderates the relationship between TFI and INT
3. Research methodology

3.1. Questionnaire design and pre-testing

The questions used in the questionnaire were modified from the prior studies, consisting attitude—
three items; subjective norm—three items (Chen, 2007), Taylor & Todd, 1995); PBC—three items
(Bansal & Taylor, 2002; Taylor & Todd, 1995); behavioural intention—three items (Chen, 2007);
trust in financial Institution five items—Moin et al. (2017); financial literacy—four items (Raut,
2020). For responses, a 5-point Likert-type scale was provided. To acquire better evaluations, the
scale building procedure followed suggestions to incorporate multi-item measures for each com-
ponent (Churchill Jr, 1979). The questionnaire design was based on Dillman et al. (2009) recom-
mendations, which included asking basic and socio-demographic questions at the start. An expert
team of one practitioner and four academic researchers assessed the questionnaire and certified
its face validity. The questionnaire was put through a two-stage pilot test with 57 people, and
small revisions were made to clarify some of the questions.

3.2. Data collection

This study is entirely based on original data gathered through the use of a descriptive survey
approach. Primary data are important because it provides precise and real-time data that has
never been utilised before. The convenience sampling approach was utilised first, followed by the
snowball sampling method. In this study, data was acquired from Indian stock market investors
using a well-structured questionnaire. To begin with, famous commercial firms in the cities of
Delhi-NCR, Aligarh, Dehradun, Bangalore, Kishan Ganj, Malappuram, and Murshidabad were recog-
nised. Second, with the assistance of brokerage business managers, a list of investors who invest in
the Indian stock market and have at least two years of expertise has been compiled. Respondents
were contacted in person and by e-mail and asked them to spread the word to other people in
order to enhance the sample size. The total number of respondents who communicated was 650
while 560 questionnaires were circulated and received 488 filled-in questionnaires, but 28
responses were excluded due to their incomplete responses. Hence, a final 460 responses dataset
was used for data analysis by excluding the serious outliers and data dismissal fault.

3.3. Multivariate normality
Using Web Power, the authors were able to obtain multivariate normality (Peng & Lai, 2012). The
results of Mardia’s multivariate skewness and kurtosis exposed that the data is normal as the
p-values were less than 0.05.

3.4. Data analysis

The current research considered “partial least squares-structural equation modelling (PLS-SEM)”
to set up reliable and valid scales for every construct and to examine the causal association for
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theory verification. It concentrates on assessing and evaluating the associations amid the
latent variables, allows to consider all path coefficients at the same time and results in more
robust estimates of the structural model than covariance-based structural equation modeling
(CB-SEM) (Ma et al., 2018). According to (Fornell & Bookstein, 1982), PLS-SEM, as a choice to CB-
SEM, avoids two major issues: factor indeterminacy and unacceptable solutions. PLS-SEM is
competent of modelling latent constructs with small-to-medium sample sizes under abnormal
situations (Bagozzi & Yi, 1994; 12; Chin, 2010). Moreover, PLS-SEM can also be used with
formative and/or reflective indicators (Rodriguez-Entrena et al., 2013). Therefore, PLS-SEM is
suitable for use.

4. Results

4.1. Respondent profiling

After evaluating the collected data, the following respondent profile was created. Women made up
only 38.70% of respondents, while men made up 61.30%. A post-graduate degree was held by
37.18 per cent of respondents, while a bachelor's degree was held by 62.82 per cent;
59.56 per cent of respondents were single, while 40.44 per cent were married. 27 per cent of
respondents were amid the ages of 18-30, 38 per cent were amid the ages of 31 and 40,
21 per cent were amid the ages of 41 and 50, and 14 per cent were over the age of 50;
29 per cent were salaried (see, Table 2).

Table 1. Loadings and cross-loading

Perceived Trust in
behavioral | Subjective | Financial financial | Investment
Attitude control norms literacy institution = intention

ATT1 0.856 0.595 0.617 0.652 0.454 0.482
ATT2 0.922 0.666 0.729 0.746 0.59 0.614
ATT3 0.877 0.716 0.774 0.716 0.65 . 0.579
FL1 0.702 0.687 0.731 0.88 0.563 0.545
FL2 0.741 0.7 0.734 0.885 0.612 0.625
FL3 0.718 0.731 0.717 0.896 0.624 . 0.594
FL& 0.597 0.738 0.698 0.811 0.598 0.454
INT1 0.567 0.577 0.535 0.554 0.675 0.921
INT2 0.6 0.605 0.601 0.601 0.719 0.931
INT3 0.595 0.622 0.597 0.631 0.733 0.923
PBC1 0.681 0.898 0.771 0.752 0.651 0.615
PBC2 0.67 0.907 0.769 0.707 0.641 0.588
PBC3 0.654 0.882 0.752 0.738 0.602 0.542
SN1 0.737 0.725 0.895 0.722 0655 | 0556
SN2 0.674 0.768 0.881 0.734 0.624 0.56

SN3 0.716 0.769 0.873 0.737 0.611 0.541
TFI1 0.527 0.568 0.529 0.569 0.817 . 0.637
TFI2 0.555 0.626 0.629 0.628 0.906 0.708
TFI3 0.581 0.649 0.657 0.612 0.918 0.707
TFI4 0.598 0.628 0.658 0.596 0.883 . 0.684
TFI5 0.585 0.646 0.674 0.639 0.895 0.658

Source: Calculated by the author.
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Table 2. Demographic profile of investors

Variables Category Frequency Percentage
Gender Female 178 38.70
' Male 282 61.30
Total 460 100
Age 18-30 122 26.52
| 31-40 183 39.78
40-50 103 22.39
51 and above 52 11.31
Total 460 100
Education Graduate 289 62.82
. Post-graduate 171 37.18
Total 460 100
Total 460 100
Marital status . Unmarried 274 59.56
Married 186 40.44
Total 460 100

4.2. Reliability and validity

The indicator reliability, construct reliability, convergent, and discriminant validity of the specified
constructs were all evaluated in the measurement model, which was the first in SEM. Indicator
reliability was measured on the basis of Cronbach’s alpha (CA), which had to be greater than 0.6.
The findings demonstrate that the CA of all structures was acceptable. Hence, it confirms indicator
reliability. In this study, Composite reliability (CR) and Cronbach’s alpha (CA) can be used to
evaluate construct reliability. According to Hair Jr et al. (2014) the value of CR should be more
than 0.07 which implies that the construct is reliable. The measurement model’s results exhibited
CR values larger than 0.7 (see, Table 3), indicating appropriate construct reliability. Further, in the
study, to test convergent validity, Average Variance Extracted (AVE) was taken into account. As per
the suggestion of Fornell and Larcker, 1981, the AVE values should be more than 0.50. The findings
demonstrated that all constructs had significant AVE values and convergent validity. In Table 3,
the CR, CA, and AVE values are listed.

In this study, cross-loadings, heterotrait-monotrait, and the Fornell-Larcker criterion were
taken into account to evaluate the discriminant validity. To analyse the cross-loadings of
indicators, the construct’s initial discriminant validity was tested using another approach for
testing discriminant validity (Hair Jr et al., 2014). The discriminant validity of constructs was
estimated by considering the Fornell-Larcker criterion, which includes comparing the square
root values of each construct’s AVE with the correlation between constructs. The approach of
cross-loadings, on the other hand, advises that constructs’ outer loadings should be bigger
than their related constructs’ loadings. With that, all construct’s discriminant validity can be
justified. Table 4 contains the findings of the Fornell-Larcker criterion, whereas Table 1 has the
findings of cross-loadings. Finally, the values of the variance inflation factor (VIF) were less
than 5, indicating that multicollinearity was not present. According to the suggestion of (Kock,
2015), the present research examines complete collinearity diagnostics of all predicting vari-
ables. All the constructs are projected on the common variable and the value of VIF is less than
5 which displays that the single-source data is free of bias. There is no evidence of single-
source bias in the full collinearity analysis.
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Table 3. Reliability and validity

Average
variance
Factor Cronbach’s Composite | extracted
Path loading Alpha rho_A reliability (AVE) VIF
Attitude 0.863 0.875 0.916 0.784 2.517
(ATT)
ATT1 0.856
ATT2 0.922
ATT3 0.877
Subjective 0.859 0.859 0.914 0.780 2.750
Norms (SN)
SN1 0.895
SN2 0.881
SN3 0.873
Perceived 0.877 0.88 0.924 0.802 2.488
Behavioral
Control (PBC)
PBC1 0.897
PBC2 0.907
PBC3 0.882
Financial 0.892 0.904 0.925 0.755 1.817
Literacy (FL)
FL1 0.880
FL2 0.885
FL3 0.896
FL& 0.811
Trust in 0.930 0.933 0.947 0.782 2.750
Financial
Institution
(TFI)
TFI1 0.817
TFI2 0.906
TFI3 0.918
TFI4 0.883
TFI5 0.895
Investment 0.915 0.917 0.947 0.807
Intention
INT1 0.921
INT2 0.931
INT3 0.923

Source: Calculated by Author.

4.3. Path analysis

The findings of the structural model exposed variables that affect individual investment intention
(see, Table 5). The present research shows the significant effects of attitude, subjective norms,
trust in financial institution, and financial literacy on investment intention with a beta coefficient of
0.170, 0.114, 0.111, and 0.519, respectively (See, Figure 2), hence, confirming hypotheses H1, H2,
H4, H8; while the result for perceived control behavior displays an insignificant effect on invest-
ment intention with a beta coefficient 0.144, hence, rejecting hypothesis H3. According to the
effect size (f2), the research construct displays a low effect size on INT ranging from 0.000 to
0.187. The blindfolding approach, according to Hair Jr et al. (2014), demonstrated how the
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Table 4. Discriminant validity

Variables = MEAN | St.D ATT SN PBC TFI FL INT
ATT 4237 1211 0.885

SN 3325 1014 | 0.803 0.883

PBC 3.152 1.086 0.747 0.853 0.896

TFI 4247 1.574 0.644 0.714 0.706 0.885

FL 3415 1090 | 0798 0.828 0818 | 0689 0.869

INT 4484 1.586 0.635 0.625 0.651 0.768 0.645 0.898

Note(s): For divergent validity, square root of AVE is shown in Bold.

Source: Calculated by the author.

statistics of constructs were well observed by reconstructing the parameter estimations.
Furthermore, the blindfolding process can only be used with endogenous constructs that have
reflected indicators. The predictive significance of the model was determined at the individual level
(single factor) using Q2 for all components. Table 5 also represents the findings of the predictive
relevance Q2. The blindfolding procedure results demonstrate that the model had a significant
predictive relevance of 0.592 per cent, confirming the integration of the predictors regarding stock
market intention to invest.

4.4. Mediating effect

In this study, trust in financial institution shows a partial mediating effect on the association
between subjective norm and investment intention (see, Table 6). The coefficient of subjective
norms concerning investment intention was recorded at 0.371 (p-value = 0.000), hence, confirming
hypothesis H7. This shows the mediating effect of trust in financial institution on the association
amid subjective norms and investment intention.

4.5. Moderation analysis

In this research, trust in financial institution displays a moderation effect on the association amid
attitude and investment intention with a beta coefficient of 0.132 (see, Table 7). Hence, it indicates
that trust in financial institution enhances investor’s attitude to invest in the stock market and
confirms Hypothesis H5. Besides that, TFI also moderates the relationship between perceived
control behavior with a beta coefficient of 0.116 (see, Table 7), hence, confirming Hypothesis H6
this indicates that trust in financial institution increases investor control and this leads to enhance
individual intention to participate in stock market. Furthermore, the study also stated FL moder-
ates the association amid TFI and investment intention with a beta coefficient of 0.101 (see,
Table 7), hence, confirming Hypothesis H9. This indicates that investors’ financial literacy enhances
investors’ trust in financial institution which increases in their intention to participate in the stock
market.

5. Discussion

This research tries to comprehend the intention of individuals to invest in the Indian Stock
Market during COVID-19 pandemic as this pandemic creates a situation of uncertainty which
influences investor’s behavioral intention. The research investigates the influence of TPB model
components that are ATT, SN, and PBC along with TFI and financial literacy on investment
intention was assumed and judiciously inspected. The outcomes of current research displayed
that all the key variables (i.e., ATT, SN and PBC) of the TPB model in predicting investors’
intentions were found to be significant. It was detected that among the fundamental con-
structs of TPB, ATT appeared to be the most influencing variable of investment intention which
is similar to the results of Akhtar & Das (2018), which showed that when it comes to investing
in the stock market potential investors are more anxious with their attitudes (Adil et al., 2022;
Gopi & Ramayah, 2007; Phan & Zhou, 2014). This might happen because during the phase of
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Figure 2. PLS algorithm and
path.

Table 5. Path coefficients

Path B Standard | T Statistics | P-values f Q? r
Coefficient | Deviation

ATT-INT 0.170 0.046 3.659 0.000 0.179 0.592 0.657

SN-INT 0.114 0.056 2.015 0.044 0.168

PBC-INT 0.144 0.066 1.175 0.061 0.187

TFI-INT 0.519 0.042 12.344 0.000 0.158

FL-INT 0.111 0.055 2.013 0.045 0.124

Source: Calculated by the author.

lockdown there is no opportunity for investment in offline businesses like shop holding, prop-
erty, etc. but there is an opportunity in investing in the stock market, especially, in the growing
business of pharmaceuticals. In this present research, the results also stated that subjective
norms undoubtedly affect investment intentions. This could happen because, in addition to
a global recession during COVID-19, there is occasionally good news, like government support
programmes (such as PM announced a massive special economic package of Rs 20 lakh crore
and it would be named “Atmanirbhar Bharat Abhiyan”), economic relief policy instruments, and
commercial COVID-19 treatment hopes, all of which contribute to positive economic growth
expectations (Qiu et al.,, 2020; Seven and Yilmaz, 2021) while the results of the study also
enlighten the insignificant association of PBC with investment intension. This could happen
because COVID-19 is the phase of uncertainty and there is nothing that is under the control of
individuals. Hence, it reduces investors’ confidence regarding investment in the stock market
during the phase of COVID-19.

Moreover, the study incorporates TFI in the model. The authors reveal that TFI significantly
influences individual intention to invest in the financial market. Trust is the significant factor
that enhances individual intention to participate in the financial market. Hence, the authors
can conclude that as investor’s trust in financial market increases, their intention to
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Table 6. Mediation effect

Standard
Path B Coefficient Deviation T Statistics P-values
SN ->TFI » INT 0.371 0.032 11.623 0.000

Source: Calculated by the author.

Table 7. Moderation

Standard
Path B Coefficient Deviation T Statistics P-values
AT*TFI -» INT 0.132 0.037 3.556 0.000
PBC*TFI -» INT 0.116 0.056 2.07 0.039
TFI*FL -» INT 0.101 0.041 2.668 0.046

Source: Calculated by the author.

participate in the financial market also increases during the phase of COVID-19. This might
happen because trust reduces the feeling of uncertainty among investors. This research also
investigates the moderation effect of TFI on the association amid ATT, PBC and INT. The
results of the moderation effect depict that TFI moderates the association between ATT, PBC,
and INT. Relying on the research findings, it can be demonstrated that when investor’s trust
in financial market increases then the attitude toward investment and control of investors
regarding stock market investment is also increasing during COVID-19 pandemic. As it has
been also stated that PBC has an insignificant influence on investment intention but while
adding trust as a moderator the relationship between PBC and investment intention turns
significant. Hence, it can be stated that trust is a significant factor that helps individuals to
build confidence and control their investment during this phase of uncertainty. Further, the
authors also examine the mediation effect of trust on the association between SN and INT.
The results of the study stated that TFI mediates the relationship between SN and INT. In
simple words, the influence of SN on individual intention to invest in the stock market will be
enhanced by keeping trust in financial institution in between. In other words, subjective norm
directly influences investors’ intention to participate in stock market, but also influences trust
in financial institution first, and then influences individual intention to invest in the stock
market indirectly through trust in financial institution. Obviously, both direct and indirect
effect of subjective norm on the investor’s intention to participate in stock market displays
that subjective norm must consider while promoting stock market participation especially,
during the phase of uncertainty.

The research also incorporates financial literacy in the model. The authors find FL as
a strong influencing factor of individual INT and current research findings revealed in
similarity with this idea. The study reveals that financially literate investors are more willing
to participate in the stock market during COVID-19. This could happen because an individual
with a high level of financial literacy is superior at collecting and evaluating information.
Hence, it enhances individual intention to participate in the Indian stock market.
Furthermore, the results for the moderation effect stated that the FL moderates the relation-
ship between TFI and individual intention to participate in the stock market. It can be
concluded that high financially literate investors are more likely to trust financial institutions
and this will lead to enhancing their intention to participate in stock market during the
phase of uncertainty, i.e., COVID-19. In simple words, as investor’s financial literacy
increases, their trust in financial institutions also increases which enhances investor’s inten-
tion regarding stock market participation.
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6. Implications and future scope of the study

6.1. Theoretical implications

The present research focuses on the behavioural measurements of individuals investing in the
stock market. The results of current research suggest vital practical as well as theoretical
suggestions for the individuals of various sections of society. Contribution concerning to the
collection of knowledge current research notwithstanding the effective use of the TPB model
delivers proof that how fine the factors of TPB along with TFI and FL can enlighten the
intention of Indian investors to invest in financial market during COVID-19. It contributes to
the knowledge of financial studies concerning investors’ decision-making in this pandemic.
This contributes a reference for future research in developed countries concerning the socio-
psychological dimensions of individual investors.

6.2. Practical implications

The present research generates a stream of inputs that may be used by both individuals and
financial experts to make plans and investment decisions concerning India’s financial mar-
kets. A well-developed financial market with a diverse range of individual participation is
critical for any economy’s progress. Because India is a developing country, there is a pressing
need to enhance resources, which would in turn trigger financial needs and ensure the
economy’s long-term stability. Despite having the world’s greatest savings rate, Indian inves-
tors are underrepresented in the stock market (Sivaramakrishnan et al.,, 2017). This may be
due to ill financial literacy among Indian investors as only 24% of adults in India are
financially literate (S&P Global FinLit Survey, 2019), and individuals are unable to understand
market movement and information, stock rise and fall, the trend in the stock market, legal
procedure, and other requirements for stock market participation, which is the primary reason
for investors’ non-participation in the stock market. And during the phase of COVID-19, false
news and rumor have been spread all over the place and in this situation investors’ knowl-
edge helps them to take their financial decision. Hence, the study concludes that financial
literacy can aid in enhancing individual behaviour to invest in financial market during the
COVID-19 pandemic.

This study also suggests during this phase of uncertainty (i.e., the COVID-19 pandemic)
trust plays a significant factor which enhances investors’ intention to participate. Authors
suggest promoting trust and trusting behavior in financial institutions during COVID-19, as it
is vital not only from the perspective of financial development but also to empower indivi-
duals to gain from institutional services as well as to guard them from possible negative
effects (like financial frauds), which are more likely to be present beyond the regulatory
limitations. Further, the research also suggests that better financial knowledge regarding
the stock market can decrease the adverse effect of lack of trust (Guiso et al.,, 2008a).
Financial education helps in intensifying investor’s financial attitude, trust in financial institu-
tions, and also helps in making well-organized investment decisions in stock markets, which
will in turn upsurge individual participation and overall economic development. Therefore, in
current circumstances, the Security Exchange Board of India (SEBI), Financial Institutions (FI),
and other government agencies should devise initiatives to improve financial literacy among
citizens in this situation. The government should include an optional FL programme in the
curriculum for college/university students to improve their FL skills and prepare them for
future financial success. This education will not only help individuals to make decision
rationally but also helps in developing trusting behavior among investors toward financial
institutions.

7. Limitations

This study has several limitations, which we acknowledge. To begin with, because this study was
cross-sectional in nature, longitudinal research would be preferable to capture changes and
differences in human behaviour over time, especially during the highly volatile and uncertain
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scenario of COVID-19. Second, future research may focus on additional significant components
that are not included in this model, such as cognitive ability, political orientation, religious and
psychological aspects. Finally, we simply looked at individual individuals’ investing intentions.
Future research could look into this issue from the perspective of professional investors/financial

brokers to provide a more complete picture.
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Constructs
Attitude (ATT)

Measurement variables

. ATT1: Investment in stock market is a good idea

ATT2: Investing in stock market is a wise choice

ATT3: I like the idea to invest in stock market

Sources

Chen (2007), Taylor and
Todd (1995)

Subjective norms (SN)

SN1: My colleagues and friends are investing in stock
market

SN2: Those have important influence on me think that
I should invest in stock market

SN3: People whose opinion I value would prefer that
I should invest in stock market

Taylor and Todd (1995)

Perceived behavioural
control (PBC)

Intention towards
Investment (INT)

Financial literacy (FL)

Trust In
Financial Institution
(TFI)

PBC1: I know where to buy stocks

PBC2: I can identify profitable stocks easily.

PBC3: I can invest in favourable stocks conveniently

INT1: T will invest in stock market frequently

INT2: I will encourage my friends and family to invest
in
stock market

INT3: I will invest in stock market in near future

Compound Interest FL1: If I have 100 Rupees
in my savings account,
and the bank provides an
interest of 10 per cent
per annum, I will have
more than 150 Rupees in
my account after 5 years,
provided that I do not
withdraw any

Risk Diversification FL2: I like investing my
money into multiple

business or investments

Simple interest FL3: If T borrow 100

(Numerical) Rupees. It is lower to pay
105 Rupees than to pay
100 Rupees plus
3 per cent

Inflation FL4: If the prices of

products that I buy today
doubles over the next ten
years and my income
also doubles, T will be
able to buy the same
product in the same
quantity

TFI1: I am confident that existing policies and

regulations protect customers of financial institutions.

Taylor and Todd (1995),
Bansal and Taylor (2002)

Chen (2007)

Akhtar and Das (2017)

Moin et al., 2017

TF12: I have faith and confidence in the financial
system.

TFI3: I generally trust financial institutions to act
honestly and ethically

TFI4: I trust financial institutions to stick to rules and
regulations.

TFIS: T trust all financial institutions to ensure that
their employees are well trained and professional.
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