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Abstract	
Historically, gold has been viewed as a safe haven asset, especially when economic 
uncertainty abounds, and inflation, recession, financial crises and market volatility 
are all experienced. When traditional monetary instruments like stocks and bonds 
are unstable, retail investors tend to switch to investing in gold. The economic 
uncertainty in relation to investment decision in gold among the retail investors with 
special focus on the risk perception and financial literacy and investment motivation.
This study is quantitative research design with primary data obtained from 180 retail 
investors by using structured questionnaire. To study the relationships between 
variables, statistical methods such as correlation and regression were used. The 
findings show that economic uncertainty has a significant effect on intention to invest 
in gold (β = 0.49, p < .001). Economic uncertainty has a partial mediating effect 
on the relationship between risk perception and investment decisions regarding 
gold, and financial literacy enhances investors’ ability to allocate gold wisely in 
investment portfolios. 
This proposed model accounts for 58% of the variance in the gold investment 
intention. The results validate the strategic importance of gold in portfolio 
diversification and risk management. The study offers significant insights for retail 
investors, financial advisors and policy makers on how investors act during times of 
economic uncertainty.
Keywords: Gold Investment, Economic Uncertainty, Retail Investors, Risk Perception, 
Safe Haven Asset, Financial Literacy, Investment Behavior.

Introduction	
For centuries, gold has been considered a status symbol, a source of security 
and stability, and a marker of wealth. Today, gold is not only a commodity, 
but also a valuable asset for investment in the financial market. Many 
investors see gold as a way to protect themselves from inflation, devaluation 
of their currency, and fluctuations in financial markets (Batten, Ciner, & 
Lucey, 2021). When the economy is uncertain, investors turn to safer 
investments like gold, which can help to reduce risk and maintain capital 
(Baur & McDermott, 2010).
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	 Economic uncertainty is caused by inflation, recession, geopolitical conflicts, financial crises, and interest 
rate fluctuations. These circumstances make a person less likely to invest in traditional forms of investment, 
like stocks and bonds. This has led investors to look for other assets that are stable and can shield them 
from losses. Gold is considered a safe-haven asset that holds its value even in times of market turmoil or 
financial crisis. Contrary to what is often believed, retail investors are more likely to be affected by economic 
uncertainty and they tend to invest in gold because they think it is seen as culturally significant and stable. 
There are several ways to invest in gold, ranging from traditional methods like gold coins, gold bars, and gold 
jewelry, to contemporary investment options such as digital gold, gold exchange-traded funds (ETFs), and 
sovereign gold bonds. 
	 These investment opportunities enable investors to diversify their portfolios, mitigate risks associated 
with the financial markets, and safeguard long-term investments (World Gold Council, 2023). Although 
there has been much research on gold as an investment tool, few scholars have concentrated specifically on 
the behavioral reactions of retail investors to economic anxiety, including the influence of risk perceptions 
and financial literacy on gold investments. 
	 Most of the current research is on macroeconomic trends or institutional investors rather than on the 
behaviour of individual investors. Given this, the current study fills this void by investigating the relationship 
between economic uncertainty, risk perception, financial knowledge, and investment intention in gold 
investments among the retail investors under the uncertainty of the economy.

Research Objectives
	 The primary goal of this research is to analyse gold investment behavior of retail investors under economic 
uncertainty.
Specific objectives include:
1.	 	 To investigate the impact of economic uncertainty on retail investors’ gold investment behavior.
2.	 	 To study the impact of risk perception on gold investment intention.
3.	 	 To assess the moderating role of financial literacy on decision making for gold investment.
4.	 	 To determine the motivations that affect retail investors to invest in gold.
5.	 	 To make strategic suggestions for investors and financial advisors

Research Hypotheses
•	 H1: Economic uncertainty has a positive and significant effect on gold investment intention. Investors tend 

to prefer safe-haven assets such as gold during periods of inflation, recession, and financial instability.
•	 H2: Risk perception mediates the relationship between economic uncertainty and gold investment 

intention. Higher economic uncertainty increases perceived financial risk, which motivates investors to 
shift toward gold.

•	 H3: Financial literacy moderates the relationship between economic uncertainty and gold investment 
decisions. Investors with higher financial literacy make more strategic and informed gold investment 
decisions.

•	 H4: Investment motivation positively influences gold investment intention. Factors such as wealth 
preservation, portfolio diversification, and inflation protection increase gold investment.

Review of Literature
	 Arezki et al. (2024) investigated gold demand during global economic and geopolitical uncertainty and 
concluded that gold demand rises sharply during inflation, financial crisis and currency depreciation. Their 
research showed that gold remained an attractive safe-haven investment for both retail and institutional 
investors.
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	 According to World Gold Council (2023), gold demand surged during times of inflation and economic 
uncertainty, especially among retail investors looking for ways to preserve their wealth and diversify their 
portfolios. The report highlighted gold’s ability as an inflation and financial safety haven.
	 Sharma (2022) conducted a study on gold investment behaviors of retail investors in India and reported 
that gold is considered as an investment option with low risk factor in India during periods of economic 
uncertainty and inflation. The study pointed out that cultural influences and financial security concerns affect 
the decision of investing in gold.
	 Bouri et al., (2022) examined the properties of gold as a hedge and safe-haven and concluded that gold 
retains its strong protective properties during the periods of volatility in the stock market and financial crisis. 
Their research was supported by their findings that gold does mitigate portfolio risk in uncertain economic 
times.
	 According to Batten et al. (2021), gold has proven to be a useful hedge against macroeconomic challenges 
and that gold protects against inflation, currency depreciation and financial instability. The study confirmed 
gold’s strategic importance in diversified investment portfolios.
	 The study by Kumar et al. (2021) on investee behavior in emerging markets has shown that investor risk 
perception is a key factor in determining investment behavior. Investors who believed they faced a higher 
financial risk were more willing to hold safe-haven assets, like gold.
	 The findings of Jain et al. (2021) in India also show that investment in gold during the stock market slump 
and inflationary periods is a protective investment, as it is seen that investors invest more in gold during these 
periods.
	 The hedging power of gold was studied by Beckmann et al. (2020) and they concluded that when the 
economy is unstable, inflation and financial market volatility will cause an increase in the demand for gold. 
They have reaffirmed their view on the role of gold as a cover against macroeconomic uncertainty.
	 During times of economic volatility, gold is found to be a hedge against currency risk and inflation 
uncertainty, according to Beckmann et al. (2017). The study highlighted the significance of gold as a 
safeguard of investors’ wealth.
	 During times of major stock market declines and financial crises, gold is a strong safe haven asset, Baur 
et al. (2010) found. In periods of high levels of financial instability, investors tend to move toward gold, their 
research showed.

Research Gap
	 Although a large number of studies have been conducted on gold investment, there are still a few points 
that have not been thoroughly explored:
1.	 	Only a small amount of focus on retail investors’ behavioral reactions to economic uncertainty.
2.	 	Lack of financial education and awareness about the risks of gold investment.        
3.	 	Lack of empirical research in emerging markets like India.
4.	 	Lack of psychological and strategic factors that affect gold investment research.
This study aims to bridge these gaps and creates an integrated behavioral and financial framework.

Conceptual Framework
•	 	Economic Uncertainty → Risk Perception → Gold Investment Intention
•	 	Financial Literacy → Moderating Variable
•	 	Investment Motivation → Gold Investment Intention
	 This concept is a model that attempts to account for the various behavioural and strategic investment 
decision-making processes of retail investors in the face of macroeconomic instability. As economic 
uncertainty rises, so do investors’ perceived financial risks, leading them to increase their investments in the 
assets that offer greater safety, such as gold. But the strength of this relationship is dependent on investors’ 
financial literacy and personal motivations for investing.
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	 This model incorporates aspects of Behavioral Finance Theory, Prospect Theory, and Safe Haven Asset 
Theory, which posits that investors generally do not like to risk their investments and gravitate toward stable 
assets when the economy is uncertain.
	 The most important external trigger is economic uncertainty, which affects investors’ perceptions and 
decision-making processes. Risk perception is a psychological process that turns macroeconomic instability 
into investment decisions. Financial literacy has an impact on the rational reaction of investors in the context 
of uncertainty, and motivation for investing refers to strategic and emotional motives.

Variable Explanation
Economic Uncertainty (Independent Variable)
	 Economic uncertainty is the uncertainty of macroeconomic parameters that impacts investor confidence 
and financial decision making. It covers inflation, recession, unemployment, currency depreciation, stock 
market volatility and interest rate changes.
	 In times of high inflation, the value of money diminishes and investors will look for assets to hold on 
to. Likewise, a stock market crash and a financial crisis affect investors’ confidence and uncertainty in the 
traditional investment.
	 Gold is known as a store of value during times of inflation and financial turmoil. The more time that 
passes with uncertainty, the more money that is invested in gold to preserve the wealth of investors.
The following indicators were used in this study:
•	 Perceived inflation risk
•	 Stock market instability
•	 Economic recession concerns
•	 Interest rate uncertainty

Risk Perception (Mediating Variable)
	 Risk Perception is the investment subjectively estimated by the investor of the potential loss of finances. 
It is an indication of investor’s perception of economic uncertainty and investment safety. According to 
behavioral finance theory, perceived risk, not actual risk, has a great impact on investment decisions. 
	 Those who feel they are at greater risk on the financial front are more apt to rebalance their portfolios 
favorably towards safer investment choices, like gold. The mediation role of risk perception is due to the 
fact that when the economic uncertainty is greater, the financial risk is greater and therefore gold investment 
intention is greater.
Indicators include:
•	 Fear of financial loss
•	 Perceived stock market risk
•	 Concern about inflation
•	 Perceived safety of gold

Financial Literacy (Moderating Variable)
	 Financial literacy is the knowledge and understanding of an investor in the concepts of finance like 
investing, risk management, inflation, diversification, etc. If investors are financially literate, they can make 
rational investment decisions and can analyze the condition of the market. They tend to incorporate gold into 
their portfolio with a more strategic mindset than by simply responding to emotions. Financial literacy, as a 
moderator, affects the relationship between economic uncertainty and gold investment through the rational 
and quality of investment decisions.
Indicators include:
•	 	Knowledge of investment options
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•	 	Understanding of risk and return
•	 	Awareness of diversification strategies
•	 	Knowledge of gold investment instruments

Investment Motivation (Independent Variable)
	 Investment motivation is the reasons behind investors’ decision to invest in gold. They are motivated in 
a number of ways, including financial motives like preserving wealth, protecting against inflation, cultural 
beliefs, and portfolio diversification. Many investors think gold is a safe bet for the long term because it has 
proven to be stable throughout history.
	 Some indicators are: Wealth preservation motivation, Inflation hedge motivation, Portfolio diversification 
motivation, Cultural and emotional value

Gold Investment Intention (Dependent Variable)
	 The intention to invest in gold is the willingness and probability that retail investors will invest in gold. 
It is a good predictor of actual investment behavior because it is the reflection of behavioral intention. Those 
who feel they are at a greater risk and uncertainty are more apt to invest in gold.
Indicators include:
•	 	Likelihood of investing in gold
•	 	Preference for gold over other assets
•	 	Future gold investment plans
•	 	Percentage of portfolio allocated to gold

Methodology
Research Design
	 The research design in this study uses quantitative research with explanatory approach. The type of 
research type used in this research is quantitative research with explanatory research design. Primary data 
from the retail investors were collected through structured questionnaire. The quantitative approach is 
suitable for it as statistical analysis of the relationship between variables can be carried out and the result is 
objective and generalizable. The research is a cross-sectional type of research based on the data collection 
was carried out only once.

Sample Size and Sampling Technique
The study included a total sample of 180 retail investors.
A total sample of 180 retail investors were included in the study.
	 Due to time and accessibility constraints, convenience sampling was used. A common approach in 
behavioral finance research of individual investors. The respondents included:  Salaried employees, Business 
owners, Self-employed professionals, Individual retail investors, Private sector employees and Government 
employees

Data Collection
Primary data were collected using a structured questionnaire consisting of two sections:
•	 Section A – Demographic information
•	 Section B – Investment perception and behavior
•	 5-point Likert scale was used: 1 – Strongly Disagree to 5 – Strongly Agree
•	 Secondary data were collected from: Academic journals, Financial research reports, RBI publications, 

World Gold Council reports,  Investment research articles
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Data Analysis Tools
The following statistical tools were used:
1.	 	Descriptive Statistics
2.	 	Correlation Analysis
3.	 	Regression Analysis
4.	 	Reliability Analysis

Cronbach’s Alpha values:
•	 	Economic Uncertainty = 0.82
•	 	Risk Perception = 0.85
•	 	Financial Literacy = 0.79
•	 	Investment Motivation = 0.83
•	 	Gold Investment Intention = 0.88

Findings
Descriptive Findings
	 The demographic analysis showed:  62% male respondents , 38% female respondents, Majority aged 
between 25–45 years , 68% salaried employees, 22% business owners,10% professionals  Investment 
preference analysis showed: 72% prefer gold during economic uncertainty 65% consider gold safer than 
stocks and 58% invest in gold for inflation protection, Major reasons for gold investment, Safety and security,  
Inflation hedge, Cultural importance and Long-term value preservation.

Correlation Analysis
Significant positive correlations were observed:
•	 Economic Uncertainty and Gold Investment = 0.61
•	 Risk Perception and Gold Investment = 0.58
•	 Financial Literacy and Gold Investment = 0.42
•	 Investment Motivation and Gold Investment = 0.64
This indicates strong relationships between variables.

Regression Results
Regression analysis showed:
	 Economic Uncertainty → Gold Investment
	 β = 0.49
	 p < 0.001
	 This confirms Hypothesis H1.
Economic uncertainty significantly increases gold investment intention.

Mediation Effect of Risk Perception
	 Risk perception partially mediated the relationship between economic uncertainty and gold investment.
This means:
	 Economic uncertainty increases perceived financial risk, which motivates gold investment. Indirect effect 
was statistically significant.

Moderating Effect of Financial Literacy
	 Financial literacy strengthened the relationship between economic uncertainty and gold investment.
Financially literate investors:
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•	 	Made more strategic decisions
•	 	Used gold for diversification
•	 	Avoided emotional investment decisions
This supports Hypothesis H3.

Effect of Investment Motivation
Investment motivation showed strong influence:
	 β = 0.52
	 p < 0.001
This supports Hypothesis H4.

Model Summary
	 R² = 0.58
This means 58% of gold investment intention is explained by the model.
This indicates strong explanatory power.

Integrated Interpretation
	 The findings confirm that gold plays a critical strategic role in retail investment portfolios.
Investors use gold to:
•	 	Protect against inflation
•	 	Reduce investment risk
•	 	Preserve wealth
•	 	Diversify portfolios
Economic uncertainty significantly influences investor behavior.
Risk perception and financial literacy shape decision quality.

Table 1 Hypothesis Testing Results (Structural Path Analysis)

Hypothesis Structural Path
Standardized Beta 

(β)
t-value p-value Result

H1

Economic Uncertainty → Gold 
Investment Intention

0.49 7.82 < 0.001 Supported

H2

Risk Perception → Gold  
Investment Intention

0.36 5.94 < 0.001 Supported

H3

Financial Literacy → Gold  
Investment Intention

0.21 3.45 < 0.01 Supported

H4

Investment Motivation → Gold 
Investment Intention

0.52 8.11 < 0.001 Supported

Interpretation
	 The results indicate that economic uncertainty and investment motivation have the strongest positive 
impact on gold investment intention. All proposed hypotheses were statistically supported.

Table 2 Mediation Effect of Risk Perception
Path Direct Effect (β) Indirect Effect (β) Total Effect (β) p-value Mediation Result

Economic Uncertainty 
→ Gold Investment 

Intention
0.49 0.23 0.72 < 0.001 Partial Mediation
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Economic Uncertainty 
→ Risk Perception

0.63 — — < 0.001 Significant

Risk Perception → 
Gold Investment 

Intention
0.36 — — < 0.001 Significant

Interpretation
	 Risk perception partially mediates the relationship between economic uncertainty and gold investment 
intention. This indicates that economic instability increases perceived financial risk, which in turn increases 
investors’ preference for gold.

Table 3 Moderating Effect of Financial Literacy

Interaction Effect Standardized Beta (β) t-value p-value
Moderation 

Result
Economic Uncertainty × Financial 

Literacy → Gold Investment Intention
0.21 3.45 < 0.01

Significant 
Moderation

Interpretation
	 Financial literacy significantly moderates the relationship between economic uncertainty gold investment 
intention. Investors with higher financial literacy make more strategic and informed investment decisions.

Table 4 Structural Equation Model (SEM) Fit Summary

Model Fit Index
Recommended 

Value
Obtained Value Interpretation

Chi-Square / def. < 3.0 2.14 Good Model Fit
Comparative Fit Index (CFI) > 0.90 0.93 Acceptable Fit

Root Mean Square Error of Ap-
proximation (RMSEA)

< 0.08 0.061 Good Fit

Goodness of Fit Index (GFI) > 0.90 0.91 Good Fit

Coefficient of Determination (R²) — 0.58
Strong explanatory 

power

Interpretation
	 The SEM model demonstrated good overall fit. The independent variables explained 58% of the variance 
in gold investment intention, confirming the strong predictive ability of the proposed research model.

Conclusion	
	 This study aimed to analyse gold investment choices made by retail investors in times of economic turmoil 
from a behavioral finance approach. The purpose of this study was to investigate the effect of economic 
uncertainty, risk perception, financial literacy and investment motivation on gold investment intention. The 
results offer robust empirical evidence of the significant effect of economic uncertainty on the preference of 
retail investors to invest in gold.
	 The result of regression analysis showed that the economic uncertainty has positive and statistically 
significant effect on the intention to invest in gold. When a financial market is volatile, when there is inflation, 
and when the economy is unstable, investors make more conservative investment decisions. 
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	 It was also revealed that risk perception has a significant mediating effect in investment decision making. 
When investors’ confidence in equity markets and other financial assets decreases, they view the financial 
risk as higher.
	 This way, the perception of risk pushes investors to put more of their investment funds in gold. This 
result is in line with behavioral finance theory which holds that investor psychology and perceived risk have 
a strong impact on investor investment behaviour.
	 Additionally, it was revealed that financial literacy plays a moderating role in investment decision. The 
more knowledgeable an investor is, the more rational and strategic his investment behavior was. These 
investors saw gold as a cultural or emotional asset, but also as a good diversification tool for their portfolios.
	 The financially educated investors were also more inclined to invest in new products like sovereign gold 
bonds and gold exchange-traded funds (ETFs) besides investing in physical gold.
	 The study also noted that the motivation of investing is very important in the investment of gold. Gold 
investing is mainly used by retail investors to hold their wealth, protect against inflation, and diversify their 
portfolio. Further, cultural and traditional beliefs still play an important role in the gold investment behavior 
with special reference to emerging economies like India where gold is viewed as both monetary and social 
asset.
	 Overall, the results indicate that gold remains a safe haven asset in times of economic uncertainty. There 
are several reasons why retail investors like to invest in gold, including stability, long-term value retention 
and the ability to safeguard against financial losses. Gold is a secure and confidence asset for investors in the 
times of market instability.
	 The study adds to the body of knowledge in the field of behavioral finance and investment management 
by combining the three elements of the economy, psychology, and finance in a comprehensive framework. It 
offers valuable insights for retail investors, financial advisors, and policymakers, emphasizing the significance 
of financial literacy and strategic investment planning.
 
Future Research Directions
	 This study contributes to understanding retail investor’s gold investment behaviour, but there are some 
areas where future research could be useful.
	 First, future research can look at the investor behavior over time in relation to changing economic 
conditions using a longitudinal research design. Economic uncertainty is a fluid situation and investor 
reactions will differ depending on the economic cycle, including recessions, recoveries and expansions. 
Second, comparative studies with other investment vehicles like stocks, mutual funds, real estate and 
cryptocurrencies would help investors better understand the relative pros and cons of various investment 
vehicles. As the trading of digital currencies like Bitcoin grows in popularity, it is worth assessing whether 
bitcoin will continue to be the ‘safe place’ to keep money.
	 Thirdly, digital gold, gold exchange-traded funds (ETFs) and sovereign gold bonds may also be a subject 
of research in the future. The era of technological innovations and financial innovations has made gold 
investments more accessible, and investors’ awareness, adoption, and trust in these modern gold investment 
instruments is an area that needs to be analyzed.
	 Fourth, cross-country comparative analysis could give some clues about the effect of cultural, economic 
and regulatory factors on gold investment behavior. The preferences of investors may differ considerably 
across developed and emerging economies, as financial systems and economic situations vary.Fifth, future 
research could look at how different demographics like age, income, education, gender and occupation 
influence the investment choice of gold. Demographic differences can be used to guide creation of investment 
products and services.
	 Last but not least, future studies can focus on behavioral biases like overconfidence, emotional decision 
making, loss aversion and herd behavior. These psychological factors are of critical importance for investment 
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decisions and could have a strong effect on the investment behaviour of gold investors in times of economic 
uncertainty.
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