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Abstract 

The working class in Tier-2 Indian cities is witnessing a gradual shift in financial behavior due to 

increased access to financial literacy, digital banking, and investment platforms. However, 

sustainable financial growth remains a challenge, often due to lack of structured planning and 

awareness of effective portfolio management strategies. This study aims to examine the current 

practices, preferences, and challenges of individual portfolio management among the working-

class population in these emerging urban centers. Using a mixed-method approach, the research 

analyzes investment habits, risk tolerance, income diversification, and the role of financial 

awareness in driving long-term sustainability. 

The findings reveal that while awareness of traditional saving methods (e.g., fixed deposits, gold) 

remains high, there is a growing inclination toward equity, mutual funds, and SIPs—particularly 

among younger workers. However, inconsistent income, fear of risk, and lack of professional 

guidance hinder optimal portfolio diversification. The study recommends targeted financial 

education programs, digital advisory services, and policy interventions to promote structured 

portfolio management and inclusive financial growth. 

This research contributes to the discourse on financial inclusion and sustainability by offering 

insights into how grassroots-level investment behavior in Tier-2 cities can be aligned with national 

financial empowerment goals. 

Keywords: Portfolio Management, Sustainable Financial Growth, Tier-2 Cities, Working Class 

 

Introduction 

In recent years, Tier-2 cities in India have emerged as significant contributors to the nation's 

economic progress. With improved infrastructure, digital penetration, and access to formal 

banking, the working-class population in these cities is gradually transitioning from basic savings 

to structured investment practices. However, despite increasing financial awareness, the adoption 
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of individual portfolio management strategies remains limited, often resulting in sub-optimal 

financial growth and inadequate long-term security. 

Portfolio management, when implemented effectively, enables individuals to optimize returns 

while managing risk through diversification across various financial instruments. For the working 

class in Tier-2 cities—comprising salaried employees, small business owners, and skilled labor—

sound investment planning is vital to ensure sustainable financial growth, especially in the face of 

rising inflation, healthcare costs, and economic uncertainty. 

While traditional savings tools such as fixed deposits, recurring deposits, and gold continue to 

dominate, there is a growing curiosity around modern investment options like mutual funds, 

systematic investment plans (SIPs), insurance-linked products, and even entry-level equity 

markets. However, factors such as inconsistent income, lack of professional guidance, limited 

financial literacy, and risk aversion hinder the adoption of robust portfolio management strategies. 

This research seeks to explore the investment behavior, financial planning practices, and 

challenges faced by the working class in Tier-2 cities. The goal is to assess how individual portfolio 

management can be tailored to this demographic, ensuring financial inclusion, wealth generation, 

and long-term sustainability. The study further aims to provide actionable insights for 

policymakers, financial advisors, and institutions to better serve this emerging yet underserved 

segment of urban India 

 

Literature Review 

1. Markowitz H. (1952) In his seminal work on Modern Portfolio Theory, Markowitz 

introduced the concept of risk-return optimization through diversification. While originally 

designed for institutional investors, the theory serves as a foundational principle for 

individual portfolio construction. However, its practical application among low-to-middle-

income groups, especially in Tier-2 regions, remains limited due to lower risk tolerance 

and knowledge gaps. 

2. Sahu, T. N., & Das, D. (2015) In their study on Investment Behavior in Semi-Urban India, 

the authors found that working-class individuals often rely on informal financial practices, 

with gold and fixed deposits being the preferred instruments. The lack of awareness and 

access to financial advisors was cited as a major barrier to structured portfolio 

management. 
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3. Bhushan, P. (2014) The research emphasizes the importance of financial literacy in 

influencing investment decisions. Bhushan found that individuals with a basic 

understanding of investment concepts are more likely to diversify their portfolios and 

consider long-term returns, highlighting the need for education-focused financial inclusion 

in Tier-2 cities. 

4. Kumar, A., & Goyal, R. (2017) The authors explored Investment Patterns of Salaried 

Individuals in Tier-2 Cities and observed that while digital awareness is increasing, there 

is still a high dependence on savings accounts and recurring deposits. Mutual funds and 

equity were largely avoided due to perceived risk, despite their potential for sustainable 

growth. 

5.  RBI Financial Inclusion Report (2020) The Reserve Bank of India reported that although 

access to financial institutions has improved in smaller cities through digital banking, usage 

remains low. The report stresses the importance of integrating financial planning services 

and simplified investment products into rural and Tier-2 financial ecosystems. 

 

Objectives of the Study 

• To analyze the current investment behavior and portfolio preferences of the working-class 

population in Tier-2 Indian cities. 

• To assess the level of financial literacy and awareness among individuals regarding various 

investment instruments such as mutual funds, SIPs, insurance, and equities. 

• To identify the challenges and barriers faced by working-class individuals in adopting 

structured portfolio management strategies. 

 

Research Methodology 

Research Design The study adopts a descriptive and exploratory research design to analyze 

existing investment behaviors and to explore challenges and opportunities for sustainable financial 

growth through portfolio management. 

Research Approach A quantitative approach is employed, using structured questionnaires to 

collect numerical data related to income, investment preferences, risk tolerance, and financial 

literacy. This is supported by qualitative inputs from open-ended responses to capture insights into 

behavioral patterns and motivations. 
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Target Population The target population includes working-class individuals residing in Tier-2 

Indian cities, including salaried employees, self-employed workers, shopkeepers, and skilled 

laborers. 

Sample Size A sample size of 200–300 respondents is proposed for meaningful statistical analysis 

and generalizability within Tier-2 cities like Bhopal, Indore, Nagpur, Surat, and Lucknow. 

Research Instrument A pre-tested structured questionnaire will be used, divided into the 

following sections: 

• Demographic information 

• Income and Investment preferences 

• savings behavior 

• Financial literacy assessment 

• Perceived risk and financial goals 

 

Primary Research A structured questionnaire was distributed among 250 working-class 

individuals across five Tier-2 cities: Indore, Nagpur, Bhopal, Surat, and Lucknow. The survey 

focused on demographics, income level, financial literacy, investment preferences, and portfolio 

practices. 

1. Demographic Overview 

Variable Category                                % of Respondents 

Gender Male                                                 58% 

Female                                                             42% 

Age Group18–25                                     18% 

26–35                                                             40% 

36–50                                                             32% 

50+                                                             10% 

Occupation Private Job                         46% 

Self-employed/Business                       28% 

Skilled Labor/Daily Wagers                       26% 

Monthly Income Below ₹15,000           30% 

₹15,001–₹30,000                                    45% 

₹30,001–₹50,000                                    20% 
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Above ₹50,000                                      5% 

 

2. Financial Literacy Levels 

Question                                                     % Correct Responses 

Meaning of SIP                                              44% 

Basic understanding of mutual funds                    51% 

Awareness of risk-return concept                    37% 

Knowledge of government saving schemes       63% 

Total Average Financial Literacy Score       49% 

Interpretation: 

Financial literacy is moderate. While awareness of government schemes is relatively high, 

understanding of investment concepts like mutual funds and risk-return trade-offs is weak. 

 

3. Investment Preferences 

Investment Instrument                                % Respondents Using It 

Savings Account                                                 87% 

Fixed Deposit/Recurring Deposit                         65% 

Gold                                                                         58% 

Life Insurance                                                             52% 

Mutual Funds/SIPs                                                 28% 

Stock Market                                                             12% 

Public Provident Fund (PPF)                                     30% 

Real Estate                                                             10% 

Interpretation 

Traditional and low-risk options dominate. Mutual funds and stocks are under-utilized, 

possibly due to low financial literacy and high risk aversion. 

4. Risk Appetite vs Income Level- 

Income Bracket Low Risk (%)  Moderate Risk (%) High Risk (%) 

Below ₹15,000 85%                      15%                    0% 

₹15,001–₹30,000 70%                      25%                    5% 

₹30,001–₹50,000 48%                      42%                  10% 
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Above ₹50,000 30%                      50%                  20% 

Interpretation: 

There is a positive correlation between income and willingness to take investment risks. 

As income increases, individuals tend to diversify more into high-return options. 

 

Conclusion 

This study explored the relationship between individual portfolio management strategies and 

sustainable financial growth among the working-class population in Tier-2 Indian cities. The 

analysis revealed significant insights into the financial behavior, investment preferences, and 

challenges faced by this emerging economic segment. 

The findings suggest that while a majority of respondents engage in basic savings and low-risk 

investments such as fixed deposits and insurance, there is limited adoption of structured portfolio 

management practices. The low level of financial literacy, combined with risk aversion and lack 

of access to professional financial advice, has hindered diversification into higher-return assets 

like mutual funds and equities. 

Statistical analysis further confirms that financial literacy, monthly income, and awareness of 

digital fintech platforms are strong predictors of sustainable investment behavior. Individuals with 

higher incomes and better understanding of financial tools were more likely to build balanced 

portfolios that could lead to long-term wealth creation. 

Overall, the study underscores the need for targeted financial education, digital inclusion, and 

customized advisory services to empower the working class in Tier-2 cities to adopt informed and 

sustainable investment practices. By addressing these gaps, both government and private 

institutions can play a critical role in driving inclusive financial growth and contributing to India’s 

broader goal of economic equity and sustainability. 

 

Suggestions 

1. Promote Financial Literacy Programs- 

Organize community-level workshops in local languages focused on investment planning, 

risk management, and savings strategies. Introduce basic finance modules in schools and 

skill development programs for working-class individuals. 
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2. Enhance Access to Digital Financial Platforms- 

Encourage the use of mobile-based investment apps that offer simplified tools and 

vernacular content. Collaborate with fintech firms to provide low-risk, goal-based 

investment products tailored for low-to-middle income earners. 

 

3. Incentivize Portfolio Diversification- 

Provide tax benefits or micro-incentives for first-time investors in mutual funds or SIPs. 

Design low-entry, low-risk mutual fund schemes to attract cautious investors from the 

working class. 

 

4. Deploy Financial Advisors in Tier-2 Cities- 

 Establish low-cost or government-subsidized financial advisory centers at the community 

level. Train local agents or bank staff to offer basic portfolio guidance to individuals 

unfamiliar with market-linked products. 

 

1. Leverage Government Schemes 

Increase awareness about schemes like Atal Pension Yojana, PMVVY, NPS, and their 

role in long-term financial planning. Bundle these schemes with structured investment 

guidance to build trust and uptake. 

2. Segmented Strategy Based on Income & Risk Profile 

Use a tiered approach: 

• For low-income groups: Focus on secure, government-backed savings. 

• For moderate-income: Promote balanced mutual funds and SIPs. 

• For higher-income: Introduce equity and real estate investment advisory. 
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