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In 

resultofrapid 

CHAPTER1 

1.1Background 

study 

INTRODUCTION 

thestockmarket 

investinginthestockmarket 

in 

ofthe 

thestockmarket 

Asa 

thestockmarket oneofthemostimportant 

 

 

 

 

 

 

Introductionto the 

 
today’stime, has emerged as one of the leading investment areas for 

those who wish to grow and create wealth out of their savings and resources. Due to the fast-

paced development in technology and digitization of India, an increasing number of peoplehave 

been seen  because easy availabilitysotfock tradingon 

mobile platforms, the Internet, and people's awareness regarding financial knowledge. 

Individuals today can engage in stock trading from anywhere at any time because of 

technological advancement. 

India’sfinancialmarketshavegrownquicklyduetotechnologicaladvancementsand financial 

inclusivity. Due to the government policies that include digital payment systems and 

awarenessamong people regarding investment,a lotof people have been observed participating 

in theIndian financial markets.Apart from traditional methodsof investments like fixed deposits, 

gold, and real estate, there has been a lot of participation by Indians 

instocksandfinancialsecurities.YoungpeoplelikemillennialsandGenerationZ 

involved due to high return expectations and easy availability of 

information via digital media. 

Historically, investments were associated with being rational in nature and involving rational 

thinking in decision-making, with the basis of rational thinking including financial expertiseand 

market information. The classical financial theories suggest that any investment is thoroughly 

calculated and analyzed by considering risks and returns on investment before the decision-

making. In reality, however, human nature and investors' behavior are moresusceptible to 

emotional factors than logical calculations and financial expertise. Human behaviorcanhardlybe 

fullyrationaleveninsituationsrequiringsomeanalyticalskills,such as investing money in stock 

market transactions. 

Today, hasbecome fields of investment 

opportunitiesforthosewhoseektocreateandgeneratewealthoutoftheirsavings. 

developments and advancementtechnology, is becoming a 

popularchoiceamongtheyounggenerationofIndiaduetotheeaseofaccessofstocks trading on mobile 

applications, internet platforms and people's increasing awareness about 

financialmatters.Anindividualintoday'sworldcaneasilyconducttradingofstocks anywhere and 

anytime because of advancements in technology. 

The financial markets in India have experienced rapid growth owing to technological 

advancements and financial inclusivity. The government of India has come up with various 

policies and financial tools which encourage many individuals to participate in the financial 

markets in India. While apart from traditional methods of investments, there has beensignificant 

interest by the Indian population in investments in the form of stocks and other financial 

instruments. The millennials and Generation Z population of India have beeninvesting in stocks 

due to the desire for greater gains and availability of information in digital media. 

Historically, investments were considered rational investments where an investor had to think 

rationally while making decisions. The process of rational thinking included knowledge of 

financial matters and market conditions. According to classical finance theory, any type of 

investmentiscarefullythoughtoutandanalyzedtakingintoaccounttherisksandexpected 

7 

3 

2 

7 

149 

55 
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studyand 

Emotionalin cognitivebiases,and 

thebehavior 

haveveryli no 

 

returnsoninvestment.However,itshouldbekeptinmindthatthehumannatureand behavior is more 

likely influenced by emotions rather than logical analysis or financial expertise. It can hardly be 

possible for any humaninttohethsintokcklomgaicrkalelty.  and rationally when it comes to investments 

20 Behavioralfinanceisa financialsciencewhichcombinesfinanceandpsychologyinvestiignaoterdheurmtoa 

33 nbehavior ofinvestorsand their decision-making process. 

182 fluences, irrational behavior, mental processes of investors 

have been studied through the concept of behavioral finance. Investor often makes irrational 

decisions due to greed, fear, overconfidence, rumors and speculation, social pressures and 

emotional behavior. 
Ithasbecomeextremelyrelevantforthestudyofbehavioralfinancesince thedecision- 

26 makingprocessof moderninvestors isgreatlyinfluencedby manyoutsideforces. 

Anotherbehavioralbiasamonginvestorsistheoverconfidencebias.Allinvestors believe that 

108 they know more thanothersalsaond makebetterdecisionsthanothers. Overconfidence 

mainly due to the tendency of investors to trade frequently, ignore risks and opinions of 

professionals.Overconfidencebehaviorleadstoinvestorsmakingriskyinvestmentsaswell as failing 

to diversify their portfolios. 

Another example of a bias based on behavior is herding behavior. This involves an investor 

following the steps of other individuals without making independent analysis. Influences in 

investingincludetheinfluencefrom peers,relatives,financialanalysts,socialmedia,aswell as the 

markets. Once an individual stock becomes famous,many investors start buying thesame stocks 

in a similar fashion just because of the activities of others. Herding behavior 

isquitecommonathighandlowperiodsinthemarketbecauseofcrowdinfluenceson investors' 

behavior. 
 

Anotherbehavioralfactorinvolves anchoringbias,whereby the investorsrelymuchonpast 

31 pricesor  previously available information when taking investment decisions. The investorstend 

to use past prices as their basis for comparison and decision-making, even 

incircumstanceswheretherearechangesinmarketdynamics.Inrelationto availabilitybias, 

5 investorsmakedecisionsbasedon current information, market  events,  or  whatever 

information happens to be easily available to them. 

Withtheadventoftechnology,includingthedevelopmentof 

81 
hasbeenanincreaseinbehavioralbiases,which 

 
socialmedia 

influence 

 

platforms, 

ofinvestors. 

 

there 

69 Nowadays,investorsareconstantlybeingbombardedwithfinancialnews,stockpicks,and 
marketopinionsthroughsocialmedia platformssuchasYouTube, Telegram, Instagram, 

65 Twitter,andfinancialblogs. Theinformationtendstoaffecttheemotionsandbehavior ofthe 

investors. Most of them make decisions based on trending stocks or viral investment tips. 

Inaddition,theotherreasonthatcontributedtoincreasedinvolvement ofretailinvestorsin 

38 thestock marketsinvolvedefftheectsthe coorfonaviruspandemic.Most people engaged in stock 

investments during the pandemic period due to low interest rates and increased savings. While 

at the same time, there was also heightened emotional response to market uncertainties 

andvolatilityamonginvestors.Therewasmorefear,panicselling,speculations,and impulsive 

investments made by investors during this period. 

In India, retail investors' involvement has increased greatly over the last few years. Easy 

procedures to open accounts, no brokerage transactions, and financial awareness drives have 

helped people tomake their investmentsinthestockmarket.However, since many of these 
38159 retailinvestors ttleor financial knowledge or experience, they become 

susceptible to behavioral biases and emotional decision-making. Thus, gaining anunderstanding 

about investor psychology becomes all the more important in such cases. 
Behavioralbiasesdonotjustaffectinvestorsbutplayanintegralroleinshapingoverall 

13 8 

This 

arises 
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1.2ProblemStatement 

onthedecisionmaking 

of the market. 

Investors 

investinginthestockmarket thatthey 

investmentinthestockmarket 

theeffectofbehavioral Theresultsobtained 

Inconclusion,thisresearch 

thisstudy 

researchfocusesonbehavioralbiases 

thesignificanceof 

insight 

lossaversion, 

in 

Thedata isgathered 

behaviorof investorsinthestock 

of 

feelthepainoflosses moreacutelythanthe 

bypsychological 

donotalwaysmakerationaldecisions 

decidetobuyorsellstocks on 

investors 

basedon butalso 

investmentdecisionsare not 

investmentdecisionsand behavioralbiases thestockmarket 

 
 

 

114 

 

 

 

 

 

11 29 

 

 

 

 

 

17 

167 

like overconfidence, herding,  anchoring, 

availability biases and the emotional the markets. 

forthisresearch using a survey questionnaire. The questionnaire 

contains both the personal data and behavioral and psychological statements about investment 

behavior, emotions, confidence, social influences and perceptions towards risks. This helps in 

determining the investor behavior. 

from willgiveimportant about 

finance process. will be able to determine what behavioral 

factorsimpacttheirdecisionmakingandencouragethemtobehaveinamoredisciplined way. The 

results will be useful for financial advisers and policymakers as well who can determine the 

changing behavior of the investors in India's developing financialmarket. 

willprove  behavioral finance today'show 

affect  behaviorand 

participationoftheinvestors. 
 

 
 

 

3 

 

 

 

 

 

 

 

11 

148 

 

 

 

 

 

134 

 

 

 

 

 

 

7 

 

 

 

 

 

147 

 

 

 

 

117 

has been one of the most lucrative investment channels because of rising levels of 
financialliteracy,advancedformsofdigitaltrading,andavailabilityofinformationrelatedto 

investments.Theriseintheuseofonlinetradingplatforms,mobileinvestmentplatforms,and 
financialcontentthroughsocial media has helpeda lotof people,particularly younger investors,to get 

involved activities stock While provides the 
meansof earningmoney andbecoming financially better off,  madeonly 

logic under the influence of psychology and emotion. 

While the traditional theory of finances suggests that investment decisions should be made based on 

rational calculations, in reality, people decide to invest their money into stocks and securities 

undertheinfluenceoftheiremotions,personalopinions,sentimentsinthemarket,andotherfactors. 

Behavioral finance emphasizes the idea that people and are 
affected tricks while choosing their investment instruments. 

One of the mainissues related to stock marketinvesting isoverconfidence amonginvestors.Many 

investors feel that they are more informed about the stock market than any other. 

 

Another one of the most common issues observed in stock market investments is overconfidence of 

investors. Most people feel know better than others. Because 

ofoverconfidence,investorstendtoignoreprofessionaladvice,underestimatemarketrisks,and trade 

frequently. Overconfidence in oneself makes it difficult for investors to make correct choicesand leads 

to losses. 

Herdingtendencyisyetanothersignificantproblemthatneedsaddressing.Investorsusuallytryto 

dowhatothersdoandnotanalyzetheirownmarketsituations.Inotherwords,alotof 

dependingwhat others, includingtheiracquaintancesorcelebrities on the 

Internet, have decided. This herd mentality can result in unnecessary volatility in the market and 

wrong investments in inappropriate financial instruments. 

Thenextissueislossaversion.Peopleusually much 

joyprofits.Forthisreason,manyinvestorsfindthemselvesreluctanttoselltheirlosing positions. Because of 

overvaluing losses, investors can keep stocks longer than necessary, hoping to gain profits. 

Finally, the last important aspect is that investors tend to be overly influenced by recent news and 

information.insteadofanalyzingtheirfinancialsituationindetailandassessingtheirinvestments. Inthis 

way,availabilitybias is created and the likelihood of investingimpulsivelybecomes higher. 
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investmentdeci stors. 

and 

hat beh albiases on 

aversionbias, 

overconfidencebias, theresearch 

byindividualinvestors.In 

financial 

biasesa 

to ret nshipbetwe 
haveinvesting 

 

The growing significance of digital platforms and social media has significantly fueled behavioral 

biases. Investors today are constantly being flooded with information such as tips, rumors, opinions, 

andtrendsinstocksandfinancialmarketsonYouTube,Telegram,Instagram,andmanyother online 

platforms. This constant flow of information has some impact on investors' perceptions of investment 

decisions, emotions, and risks. 

Financialilliteracyandunawarenessofinvestingcanalsobeseenasanothermajorconcernthat may affect 

investors' psychological behavior. Young investors often invest in stocks without having sufficient 

knowledge about risk assessment, portfolio diversification, and financial planning for the long term. 

They becomemore prone tomaking emotionaldecisions regarding their investments. 

Marketuncertaintyandvolatilityisyetanothercrucialfactoraffectinginvestorspsychologically. All of a 

sudden changes in the market along with economic conditions, political developments, inflation,and 

globalfinancialcrises lead investorstohavefear andconfusion abouttheir investments. Fear, greed, and 

panic selling are examples of psychological responses that investorstend to exhibit. 

Even though retail investors have become increasingly popular in India, the knowledge about how 

psychological biases impact their investmentdecisions has been overlooked to a great extent. As 

farasinvestorsareconcerned,mostofthemonlythinkaboutmakingprofits,whereasthe psychological factors 

that play a rolein their decision-makingprocess go unnoticed. Itisimportant, 

therefore, tostudyintfhlueence t avior decisions. 

Inthe currentinvestigation,anattemptwillbemade explo herelatio en behavioral 

ndinvestmentdecisionsonthe Indian stock market otherwords, 

ological biaseslike herding bias, loss 

anchoringbias, availabilitybias,emotionalbehaviorimpactinvestordecision- 

 
Thesignificanceof the research comes fromthefactthatthe biasesmentionedabovearenotonly 

characteristic ofinvestors but canaffectthe dynamicsof the marketas well. Thus, theinvestigation of 

investorpsychologywill allow individual investors to make betterdecisionsrelated to investing. 

Theresults obtained 
titutions. 

fromthe analysismay beinteresting for financial analysts, researchers, and 

1.3 ResearchObjectives 

 

1. MainResearchObjective 
 

Themainobjectiveof 
market 

thisresearchproject 

sionsofindividualinve 

isto analyze the influence ofbehavioralbiaseson stock 

 

2. ToStudyInvestor'sAwarenessaboutBehavioralBiases 
 

Thisstudyintendstoexplorethe 
andpsychologyprinciplesthatcan 

degreeofawarenessamongstinvestorsaboutbehavioralfinance 

influencetheirinvestmentdecisionsinthestockmarket. 

 

3. To Study the Influence of FactorsonInvestor'sDecision-Making 
 

Anotherobjective ofthisstudyistounderstandthefactorsthataffectthe decision-makingprocess 

ofinvestors 
other aspects. 

includingemotions,marketconditions,socialinfluence,personalbeliefs,risk tolerance, and 

 

4. ToStudyOverconfidenceBehavior 

makingprocesses. 

17 

4 

5 

9 

27 

192 

103 

42 

16 

33 

87 

130 

151 

ins 

seeks to find out how psych 
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analyzethe oflossaversion decision-making 

on 

theinfluenceofemotionssuchasfear,greed, and 

Thisstudywill 

objectiveofthisresearch istostudythe 

influenceofpsychologicalandemotionalfactorsonthebehavior 

market 

thatbehavioralbiaseshaveon 

Theobjectiveisto theeffectof biases on 

bythe of 

investors'decision-making influenced 

objectiveof studyistoevaluate 

1.3 

The 

decisions.. 

ofStudy 

ofthisstudy 

ofretailinvestorsinthe 

the 

ofIndia. 

of 

Theobjectiveof studyisto 

andfinancial 

whether market 

decision-makingprocesses, 

 

 

22 This study overconfidencebehavior 

over-trading, risk tolerance, and self-confidence. 

 

5. ToStudyHerdBehaviorofInvestors 

oifnvestorsincluding 

 

80 This study intends to investigate whether behavior isbeing 

activities friends, relatives, media, and market trends in terms of investment. 

 

6. ToStudyLossAversion Behavior 

 

11 Thisstudywillalso influence behavior onthe process 

 

 

7. ForAnalysisofInfluenceofAnchoringBias 

 

Theobjectiveistoassesswhetherthereisheavydependenceonpaststockpricesortheir performance or any past 

market information for taking investment decisions. 
 

 

 

 

 

155 

 

 

 

 

 

14 82 

 

 

 

 

 

35 

116 

8. ForAnalysisofInfluenceofAvailabilityBias 

 

the evaluate recent news,socialmediaupdatesorany 

easily available information impact the investors' decisions. 

 

9. ForEmotionalBehaviorandPerceptionofRisk 

 

The the panic 

excitement investorsandtheirstockmarketactivities. 

 

10. ForInfluenceofPsychologicalBiasasaWholeonInvestmentDecisions 

 

analyze psychological overall investorsandtheir 

investment 

 

 
 

 

 

 

33 

30 

187 

20 

Scope 

scope willinvolveunderstanding influence 

stock investmentsmadebyindividualinvestors.Theresearchwillinvolveanalyzing 

and 

perception risks, decisionsofinvestorsinstockmarketnvestments. 

GeographicScope 

 

 

 

the 

 

 

 

 

 

 

152 

only consider India as its geographic scope, where it will consider individual 

investors in urban and semi-urban locations who take part in stock market investments using online 

trading, mobile investments applications, and other financial service platforms. This study capturesthe 

behaviors financial markets 

DemographicScope 
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The 

The 

of 

of studyis 

questionnaire 

oninvestorbehavior. 

Thedatawascollectedthrough: 

 

 

demographicscopeofthisstudyinvolvesparticipantsindifferentdemographiccategoriessuch 

as: 

 

• Students 

• Salariedworkers 

• Self-employedpersons 

• Businessowners 

• Professionals 

 

Inparticular,thefocusofthisstudywillbeonyoungandmiddle-agedinvestorssincethese 

investorsareactiveinmakingstockmarketinvestments.Inadditiontodemographics,other variables include 

investment experience and investment preferences. 

 

ConceptualScope 

Theconceptualscopewillincludeconceptsrelatedto: 

• BehavioralFinance 

 

 

Scopeof Industry 

 

The research isrelated to the financial service sectorand stock marketindustry in India.It revolves 

around retail investors who participate in: 

 

• EquityMarket 

• MutualFunds 

• OnlineTradingPlatforms 

• InvestmentApplications 

• DigitalBrokerageServices 

 

Moreover,ittakesinto account the effect ofnews sites, social media sites,online investor forums, and 

financial digital services 

 

Scope Methodology 

 

scope the descriptiveandanalytical. 

 

PrimaryData 

 

• Survey 

• Investors'responses 

 

SecondaryData 

 

• Researchpapers 

• Journals 

• Websites 

• Financialarticles 

• Stockmarketreport 

162 

190 
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Conveniencesampling 

limitationsofthestudy 

the ScopeoftheStudy 

hasbeenusedforthecollectionof 

beinfluencedbysocial 

Overconfidencebias 

OverconfidenceBiasandInvestmentDecisionMaking 

Psychologicalfactorsthat investors 

and factors 

ofemotionsoninvestmentdecisions 

does nothave 

a 

Theconceptof 

andInvestmentDecision-Making 

whenmaking 

inthestockmarket 

dependentandindependentvariablesbasedonthe 

therelationshipbetweenthe 

impactonstockmarketinvestmentdecisions. 

stockmarket 

ethnetseffectofbehavioralbiaseson 

 

• Behavioralfinancebooks 

 

technique responsesofinvestors. 

 

Scopeof Analysis 

 

Throughthisresearch,thefollowingthingscanbeanalyzed: 

 

• Awarenessofinvestorsaboutbehavioralbiases 

• Effect 

• Effectofsocial market oninvestors 

• Investors'riskperceptionsandemotionalbehavior 

• Patternsininvestmentdecisionmaking 

• make invest 

 

LimitationsinScope 

Limitations within 

Therearesome asfollows: 

 

• Limitednumberofsamples 

• Thefocusison retailinvestors 

• Limitedtimeframe 

• Theanswerscouldhavepersonalprejudiceinthem 

• Marketdynamicskeepchanging 

• Limitedstudyofinstitutionalinvestors 

 

Theselimitationsnotwithstanding,thestudyhelpsunderstand investm 
Indian financiinal markets. 

 

 
1.4 HypothesisoftheStudy 

Belowareafewhypothesesthathavebeenformedforstudying 

studyobjectivesandvariables. 

 

 

implies the belief that an investor feels that he/she is better knowledgeableabout 

the market than other investors. This leads investors to depend highly upon themselves rather than 

taking advice fromexpertsand also ignoringmarketdynamics.Highconfidence levelimpacts 

investmentbehavioranddecision-makingprocess.  

Thus,onehypothesiscanbestatedasbelow: 

H01:Overconfidencebias any 

H1:Overconfidencebiassignificantlyaffectsstockmarketinvestmentdecisions. 

InvestorHerdingBehaviour 

herding behaviour itshe process whereby an investor mimics the decisions made by 

others and follows their opinions and actions rather than analysing and coming up with personal 

conclusions. Investors tend to relationsmanrdkettrends 

2 

2 

3 

7 

13 

18 

76 

98 

128 

142 

191 
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The 

haveaneffecton investmentdecision-making. 

ratherthan 

Availabilitybias investmentdecisionsbasedon 

inthestockmarket,and 

beforemakinganyinvestment 

market 

inthemarket. 

LossAversionBiasand 

and 

significantrelationshipbetween 

There isnosignificantrelationshipbetweenlossaversionbiasand 

Investors 

RelationshipBetween 

tobeaffectedby biaswhen 

BiasandInvestmentDecisions 

ofstocks. 

investmentdecisions. 

socialmedia,and 

investment 

Lossaversionbias 

investmentdecision-making. 

decision-making. 

Thereisnosignificantrelationshipbetween 

asfollows: 

investment 

investmentdecisions 

Relationshipbetweenavailabilitybiasandinvestment 

oninvestordecision-makingand 

 

Socialinfluencemayhaveimplications 

choice 

 

Therefore,ahypothesismaybedrawn 

 

H02: herdingbehaviour stockmarket 

 

 

H2:Herdingbehavioursignificantlyaffects 

 

RelationshipBetween Investor Behaviour 

 

is the situation where the investors fear the prospect of losing more than gaining 

from their investment. An investor does not easily sell loss-making investments due to emotional 

attachment for fear of financial losses. 

 

Thus,thefollowinghypothesisemerges: 

 

H03: investorbehaviour. 
 

H3: Thereis a loss aversionbiasand 

 

Anchoring 

investorbehaviour. 

areconsidered anchoring theymake 

using past stock prices or past market information. Investors compare the present price of stocks to 

past market information decision, despite changes It 

may rational 

 

hypothesisthatcanbeusedisasfollows: 

H04:Anchoringbiasdoesnotsignificantlyaffectstockmarketinvestment decisions. H4: 

Anchoring bias significantly affects stock market investment decisions. 

behaviour 

 

involvesinvestorsmaking news, 

information carrying outthoroughfinancialanalysis.Investors get swayed byevents that are 

currently happening such information affects 

behaviour.  

 

Hence,thehypothesisthatwouldbeusedis: 

 

H05: Availability bias does not significantly affect investment behaviour. 

H5:Availabilitybiassignificantlypositivelyaffectsinvestmentbehaviour. 

Relationship between emotional behaviour and risk perception 

 

Emotionalbehaviourandriskperceptionrelationship 

7 

2 

4 

7 

21 

23 

32 

50 

158 

161 

183 
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inmarket 

H06:Thereisnosignificanteffectof on risk 

inthestockmarket. 

Thereisasignificanteffectof on riskperception 

 

It is clear that emotional behavior like fear, greed, panic, and excitement significantly 

impactsinvestorriskperceptionandconfidencewhenmakinginvestments These 

emotionalbehaviors changes might influence the decision making, buying, selling 

behaviors, and performance of the investors' investments. 

 

Accordingly,thefollowinghypothesiscanbesuggested: 

 

emotionalbehavior investor perceptionand 

investmentdecision-making. 

 
H6: emotional behavior investor andinvestment 

decision-making. 

15 

15 

133 
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vio bias, 

bias,herding 

theknowledge 

Literaturereviewis 

affectingthedecision-makingprocessofinvestors. 

Ithasbeen throughvarious that 

to 

thisbias resultinthe ofinvestors 

of 

markets 

factorsthatinfluencetheirinvestmentdecisions. 

financeontheotherhandpositsthat are 

decisionsbasedon information 

financialtheoriesassumedthatinvestorsareperfectlyrational 

incaseof investors tendto 
impactthedecision-makingprocessofinvestors. 

Kahneman&Tversky 

Prospecttheoryexplainsthat are 

investmentbehavior. 

inthestock 

fear 

financetheoryhasledto the 

beha ur,lossaversion, 

behavioralbiases 

to 

The 

market. 

moreconcernedaboutlosing 

finance. 

inbehavioral 

in 

theeffectsofbehaviouralbiasesoninvestmentdecision 

make 

lossaversion.Lossaversion 

of 

2.1Introduction 

 

CHAPTER2  

LITERATUREREVIEW  
 

 

 

very essential inalltoypfrees earch it becauase gives of 

properbackgroundthatexistsconcerningthetopicunderinvestigation.Itenablesonetofind 
out 

theories, key concepts, past findings, and research gaps within the research topic. Literature review 

laysasoundbasisforconductingthestudyandassistsoneinknowinghowotherscholars conducted the same 

study or analysed similar behaviour patterns. 

Inthecurrentstudy,themainconcernison 

stockmarkets.Thus,litertahteurereviewinthiscasewillmainlyfocusonthefindingsof 

previousscholarsoninvestors'psychology,behaviouralfinance,overconfidence 

 

role of marketinformation 

anchoringavailabilitybias,emotion-based 

oninvestmentdecisions. 

decisionmaking,andthe 

Thetraditional beingswho 

perfectinvestment 

 

orsocial 

andlogicalreasoning.Behavioral 

sometimesirrationalduetocertainpsychological 

emergencebehavioral greater insights intofunctioning  
financial aroundtheworld.Ithasbeennotedbyresearchersthatpsychology-relatedissues 
suchasfear,greed,confidence,emotions,andsocialpressureinfluenceinvestments 

According to (1979), investors tend to behave irrationally owing to 

cognitivebiasesandtheiremotionalresponses. peopleusually 

thangaining.Thissignificantlyinfluences 

shown studiesoverconfidenceisoneofthemajor 

Investors tendassume that they are more 

informed about the workings of the market than others and have better predictive capabilities. 

According to Barber & Odean (2001), overconfident investors engage in excessive trading owing to 

their overestimation of investment expertise and market knowledge. Overconfidence can sometimes 

cause investors to lose money by making poor investment decisions. 

Oneoftheothermajorconceptsidentifiedinearlierstudieswas 

suggests thatpeople tendtolosing morethandtheseiyre gaining. Investors do not sell off their loss- 

making stocks hoping for eventual recovery. 

Herdinghasalsobeenextensivelystudiedinliteraturerelated tobehavioralfinance.Herding refers to the 

behavior of investors in making decisions following others rather than conducting their own research. 

Influence of the majority, peer pressure, market dynamics, media discussions, and recommendations 

from others can all AsBanerjee 

(1992)suggests, uncertainty, usually followthemajority. 

Anchoringbiasininvestmentbehaviorwasalsoconsideredanareaforresearch 
Anchoring referstothe situationinwhich investorbsase thedirecision-making processes on 

past stock prices. In making investment decisions, investors usually make comparisons between 

current and previous prices of stocks. Consequently, may failure 

make decisionsbasedoncurrentmarketconditions. 

5 

4 

41 
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10 

13 
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14 
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factorson 

toinvestigatetheimpactof 

in 

behavioural 

to 

investorswith 

Investorawarenessandfinancialliteracy 

financial 

in 

are 

on 

haveasignificantinfluenceonstock 

investmentdecisions.Mostofthe 

Thebehavioural 

investmentdecisions 

of investors. 

availableinformation. 

availabilitybias.Investors 

financialtheories 

changesinthestockmarket. are 

ofIndianinvestors 

morelikelytomake 

TheCOVID-19pandemic had asignificantimpactonthe 

theimpactofbehavioural 

basetheirdecisionson 

thatinvestorsbehaverationallyand 

aspects 

participation ofinvestorsinthestockmarket. 

 

Another bias that affects investors' decisions regarding stocks is usually 

easily Thiscanincludevarioussourcesincluding 

financial news, social media, TV channels, the Internet, and recent events in the stock market. As 

Tversky & Kahneman (1974) suggest, people usually use only easily available information while 

making judgments and decisions. 

Emotions market as well. Fear, greed, 

excitement, stress, and panic have been shown to significantly impact investor behavior when thereare 

Therestudies that have demonstrated that emotions are often a 

trigger for impulsive buying or selling decisions. In times of market volatility, emotions usually 

override logic in investor decisions. 

There is no doubt that advancements in technology and financial systems have helped promote 

investor involvement in stock market operations. Stock investments have become much easier for 

people as many have now adopted technological means for trading such as online tradingapplications, 

mobile investing, social media discussion groups, and quick finance news sources. Atthe same time, 

the availability of information and trading facilities has the potential to lead to increased emotion and 

impulsivity in stock investment decisions. 

arekeyfactorspromotingrationaldecision-makingin 

investors.Knowledgeable good abilities usually 

sound decisions regarding their investments. 

Thoughvarious studies havebeenundertakenwithregardtobehaviouralfinanceandpsychology, very 

few studies have been carried out in the Indian setting concerning 

factors individual research has concentrated on financial 

markets of developed economies. need beexamined 

in further detail. Thus, the present research tries various 

stock market investments India. 

Literaturereviewcontributes intheory-buildinginthecontext ofthelinkbetweenpsychology ofan investor 

and investment decision making. 

 

2.2 GrowthofBehavioralFinance 

Behavioral finance has become an essential area of research in recent times as there is growing 

concern over the psychology and irrationality of investors. Conventional believed 

their decisions aremadeinamannerthathelpsthemmaximize 
wealth. Nonetheless, practical instances reveal that investor behavior can be driven by emotions, 
psychology, and other biases. 

Behavioral finance came up as an area of study due to the challenges it posed to conventional 

financial thinking. Scientists found out that most investor decisions were irrational and were 

motivatedbyemotions, fear,overconfidence,socialinfluence,andmarkettrendsasopposedto 

financial rationale. 

Stock markets, online trading platforms, and investment apps have been developed, leading to 

increased participation of retail investors across the globe. In India, heightened awareness among 

investors, smartphones use, and the availability of investment platforms have led to the increased 
 

behavior Investorbehavior 

was greatly affected by uncertainty and market volatility during the pandemic period. Most 

investors depended heavily on social media forums, news, and rumors making investmentdecisions. 

80 
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financialdecision-making 

ofbehavioralfinance the 

decisionsaredrivenby suchasgreed, 

builtonthe that 

traditionalfinance 

investors 

TraditionalFinance 

rationally. 

the EfficientMarketHypothesis(EMH) 

behaviorcanbedefinedasthe 

decisions 

buyingand sellingofsecurities 

thatinvestors 

ofpsychologyin 

utosexplainwhyinvestorstendtomakeirrationaldecisions 

BehavioralFinance 

ofthe process bywhichinvestorsmakeinvestment 

Incontrasttotraditionalfinance, 

 

13 

 

 

 

105 

 

 

85 

 

 

 

59 

Overall, the development  reflects growingimportance 

understanding and market behaviour. 

 

Transitionfrom to 

For instance,  theories like  havebeen 

assumption all  think Therefore,thesetheorieshaveviewed 

stockpricesasbeingdeterminedrationallywithinvestmentsbeingmadebasedonrisk/return  calculations. 

On many occasions, however, actual market situations tend to violate the assumptions of the 

theories. In such cases, investors' actions and factors social 

norms, overconfidence, andfear.This gave rise to behavioral finance as another approach in 
explaining market anomalies. 

Behavioralfinanceisconcernedwithexaminingpsychologicalfactorswhichaffectinvestors' decision 

making processes in relation to their investing activities. For instance, scholars like Kahneman 

and Tversky came up with Prospect Theory, which suggested that people behave differently 

when it comes to profits versus losses. 

164 behavioralfinanceassumes may 

• Be overlyresponsivetomarketevents 

• Followherdbehavior 

• Avoidrealizinglosses 

• Relatetoemotionsintheirjudgment 

• Sufferfrom impulsebehavior. 

 
 

 

 

 

 

 

 

139 186 

 

156 

2.3 InvestorBehaviourandStockMarketInvestment 

ConceptofInvestorBehaviour 

 
Investor study 

inthecapitalmarkets.Therearevariouspsychological,emotional,social,andfinancial 

elements that affect the by investors. 

Investments maynot only bemadethroughlogicalthinking.Thedecisiontobuy,sell,orhold investments 

may sometimes be affected by emotions resulting from changes in the financial environment. The 
factors affecting investor behavior include confidence, 

fear,greed,socialaspects,andexperience. 

60 Behavioralfinanceisasubjectthatseeks beca 

biasanodfemotionalreactions. 

FactorsInfluencingInvestmentDecisions 

Therearesomereasonsbehindstockmarketinvestmentsbyinvestors. 

Overconfidence is one of the reasons why stock market investors behave the way they do. Most 

investorshavea senseofoverconfidence, whichmeans theyfeeltheyknowmoreabout themarket than 

anyone else. 

Another reason that influences investor behaviour is social influence. Investors take advice from 

family, friends, experts, social media influencers, and other online investors in decision-making. 

18 
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thebehaviourofinvestorsinthestockmarket.During 

Overconfidencebiasis 

Bias 

overconfidentinvestorsengageinexcessivetradingactivities 

 
Availability of information can affect investment behaviour of investors. Investors take information 

from different sources, including news, market reports, online interactions, and past events for their 

decisions. 

Fearandgreedcansignificantlyaffect stock 

marketcrashes, investorstendtobemorefearful,whileinbullishmarkets, investorsbecometoo greedy. 

Investorbehaviourinthestockmarketcan beaffectedbyprevious experienceandhistoricalstock 

prices. Investors often refer to previous prices before making any decisions. 

 

2.4 OverconfidenceBias 

 

ConceptofOverconfidence 

the phenomenonwhere 

 
investors tendtooverestimate 

 

themselves in terms 

of their knowledge and investment skills. An overconfident investor feels that he or she has better 

prediction skills and thus believes in beating the market through their expertise. 

BarberandOdean(2001)positthat 
due to theirconfidenceintheircapabilities.Overconfidenceleadstorisktakingandsubsequent 

financial losses. 

Overconfidencebiasiscommonamonginvestorswithexperienceandthosewhoareactivetraders. 

ImpactofOverconfidenceonInvestmentBehaviour 

There have been several research findings indicating that overconfidence results in speculation and 

riskybehavior.Investorsmaybeignorantofthemarketrisksinvolvedandrelyontheir assumptions when 

making decisions. 

Investors with overconfidence tend to understate uncertainties while overestimating expected gains. 

Such investor behavior has the potential to result in bad investment decisions. 

 

2.5 HerdingBehaviour 

 
ConceptofHerdingBehaviour 

 

Herding behavior is defined as the process where investors mimic what others in the majority do, 

instead of conducting independent analysis. 

Inmostcases,investorsadopttheinvestmentstrategiesoftheirpeers,acquaintances,market experts, or even 

celebrities. Herding occursmostly in times of marketuncertaintysince investors have low confidence in 

their analysis. 

AspointedoutbyBanerjee(1992),peoplenormallyfollowthecollectivebehaviorinthemarket due to the 

assumption that the majority is better informed. 

 

ImpactofHerdingonInvestmentDecisions 
 

Herding behavior mayleadto volatility inthemarket as well as create bubblesin the stock market. 

People may invest in overvalued stocks just because other people are doing that too. 

Herdingbehaviorhasbeenescalatedduetosocialnetworkingsitesandinvestmentgroupsonthe 

8 

8 

70 

82 
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theirinvestment 

decisions. 
market. thatinvestorsarenotalwaysrational 

theirrationalityofinvestors 

their 

inthestock 

investorsmaketheirinvestment inthestockmarket. 

Perceivedrisk 

PerceivedRisk 
describedasuncertaintyandnegativeconsequencesassociatedwiththe 

and 

thereareseveraltypesofrisks 

risk. 

risk, risk, 

cognitive 

Thereare behavioralbiases, 

ratherthanlogical 

investmentdecisionsinthestockmarket,as 

BehavioralBiases 

aredrivenbyemotional and 

tokeep losingstocksforlongerperiods winningstocks 

investorstend 

theinfluenceofbehavioralbiaseson 

s 

market. 

inthestock 

the investmentbehaviourofinvestors. 

 

internet. 

 

2.6 PerceivedRisksandInvestmentChallenges 

88 Conceptof 

is 

investmentprocesswhen 

investinginstocks, 

uncertainty risk,decision-makingrisk, emotional 

When 

volatility 

Investorsusuallyjoinstockmarketinvestmentfor thesakeof makingprofits;however, duetoprice 

2 changes, many become scared and uncertain about making decisions 

Due tolowknowledgelevel eamndotionalresponses,irrationalchoicesaremadeby investors. 

There are various theories about when making decisions 

Behavioural finance theory reveals  whenmaking 
Investors' actions can 

attachment. 
beaffected byfear,greed,overconfidence,regret,andemotional 

 

 

41 

 

 

37 73 

95 

 

 

 

 

 

 

 

 

 

132 

FinancialChallengesAssociatedwith 
many which pose a significant hindrance to making effective 

individuals responses 

thinking analysiswheninvesting.Duetolossaversion, 

their but theellir sooner. Overconfidence 

biasleadsinvestorsintofrequenttrading activityandirrationalbehavior.Investorsfollowthetrend or 

socialmedia orother investors without conducting thorough research, thereby putting themselvesat risk 

of losses due to herding behavior. Furthermore, due to anchoring bias, individuals rely 

toomuchonpricehistory,andavailabilitybiasmakesthemmakeinvestmentdecisionsbasedon current 

information available without conducting extensive research. Fear and greed caused by 

emotionalresponsesleadinvestorsastrayduringbearandbullmarkets,respectively.Research shows that 

limited financial knowledge exacerbates  investors' 

decisions.  

2.7 Technology andFinancialInnovation 

 
Role ofTechnologyinStockMarketInvestment  

 

Technology is essential in today’s stock market investments. It has enabled traders to invest in the 

market with ease and at higher speed through various technologies such as online investing, mobile 

investing, artificialintelligence,machinelearning, andfinancialdata analysis. Currently,itis possible for 

investors to invest on stocks and keep up-to-date with the stock portfolio through their smartphones 

and other digital technologies. AI and data analytics are common features used in predictions in the 

market as well as investment advice by means of robo advisory services. Social media sites, financial 

news sites, and online stock market discussion forums have become critical aspects that determine 

32 

150 

8 

includingfinancialloss 

choices 
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of 

Technological 

decision-making. 
suchasoverconfidence,herdmentality,loss 

aversion,and 

FutureBehavioralFinanceand StockMaIrnkveet stment 

 

Futurestockmarketinvestmentsareforecastedtobecharacterizedbyincreasinglevelsof 

technologyutilizationandapplicationofbehavioralfinance.Aspeoplebecomeincreasinglyaware 

ofthebiasesthatcharacterizeinvestorbehavior 

emotionalinvesting,theyareabletoengageinmorerational 

changes suchas digitalplatformsfor trading,machine learning, and data analytics 

havebeenaffectinginvestmentssignificantlybyimprovinganalysisandriskmanagement practices. 

However, even as investors embrace technology, social media and internet-based information remain 

factors that influence their psychology and behavior. The future of successful investment is therefore 

tied to financial education and behavior, risk management, and control of emotionaltendencies. 

12 

4 
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analysis,meananalysis,correlation,regression, and 

Likertscalewith ranging 

scaleis in 

behavioralbiases 

the of 

overconfidencebias,herdingbehavior,lossaversion, 

of 

ofbehavioralbiasesoninvestmentinthestockmarket. 

In study, 

helpof research the researchercan 

researcherwhileconductingtheresearch 

anchoring 

processof investors. 

appropriatefor 

overconfidence 

certainbehavioralbiases 

study 

herding 

onthedecision-making 

researchmethodis 

theattitudes, 

decision-makingprocess 

opinions,andbehaviorsof 

instockmarket 

howbehavioralbiasesaffectstockmarketinvestmentdecisions byinvestors. 

ofthestudyisto descriptiveresearchdesign inthe research thefocus 

aimof researchistoinvestigatethebehaviorofinvestors, 

The 

from1to 

five-pointLikert 

othllee 

2ResearchApproach 

Withthe 
requiredbythe 

Researchdesign 

bias, 

91 CHAPTER3 

RESEARCHMETHODOLOGY 
 

 

3.1 ResearchDesign  

 
is definedasa methodicalapproachthatisusedtoconductresearchinan organizedand 

154 

76 

logical manner. In research designs, there are specific stepswhich are 

andgathering,analyzing,andinterpreting 

proper design, conducttheresearcheffectively. 

 

data. 

 
3 42 
7 51 

 

3 

3 

A 
understand 

isused current because 
 

 
psychologicalaspects, emotions, and 

investment. Through descriptive research design, 

views, investorsareanalyzed. 
 

 

47 

 

136 

 

 

 

67 

Quantitativeresearchdesignisusedinthisresearch becauseit makesit possiblefor theresearcher to 

quantitativelymeasuretheresponsesofinvestors.Astructuredquestionnaireusing 

developed ordertomeasure responses investorstowardsdifferentbehavioralbiases. 

The  include   anchoring 

emotionalinvesting,andriskperceptioninstockmarketinvestment. 

 

3. 

Quantitative approach 

 

thecurrent theresearcherswillusequantitativeresearchmethodologytostudytheeffects 

57 Quantitative research involvesc  ction 

and analysis numericaldataaimedatestablishingpatternsandtrendsinrelationship with 
regard to different variables involved. 

94 Quantitative most the current sinceitwillhelpin 

86 identifying the extent of influence that have 

Suchbiasesinclude bias, behavior,lossaversion, 
bias,andemotionalinvesting. 

Theresearcherswill makeuseofstructuredquestionnairesincollectingquantitativedata.These 

24 questionnaires will include closed-ended questions based on the values 
5,representing the respondentsl'evel aogf reementanddisagreement withcertain statements 

regarding investment behavior and psychology. 

Someofthebenefitsassociatedwithquantitativeresearchincludeobjectivity, reliability,accuracy, and 

easy comparison. This approach can also allow the researchers to apply certain statistical methods 

1 like descriptive t-test, ANOVA in 

analyzingtheresults. 

made 

involved 

the 
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-Books 

papers 

Researchjournals 

sourcesofsecondarydata 

people 

bias, 

primaryandsecondarydataforthe research of 
Inthecurrentstudy,theresearchers 

afive-pointLikertScale 

wascreatedusingGoogleforms. 

investmentinthestockmarket. 

DataCollectionis 

perceptions,and investmentdecisions. 

bias,herdingbehaviour,lossaversion, 

StronglyAgree 

Themethod 

designingthequestionnaireto 

data carewastakenwhen 

Theprimarydatawascollected 

For 

risk 

3.3 DataCollectionMethod 

Primary Data 

1=StronglyDisagree 

2=Disagree 

3=Neutral 

4=Agree 

 

9 

 

 

175 

14 

 

 

90 

 
another important phaseinresearchworksincethedatacollectedcandetermine how 

accurate the research outcomes will be.  have used a 
combination  accomplishment of their  objectives. 

 

 

 
via aquestionnaire, which This 

questionnairecompriseddemographicquestionsandquestionsoninvestorbehaviour, 

5 189 
overconfidence 

stockmarket 

anchoring emotionalinvesting, 

61 answeringthesequestions, wasused: 
 

 

 

 

 

 

 

5= 

This questionnaire survey 
 

wascirculatedamongstudents,salariedpeople,professionals,self- 
employed people, andretail investors who are knowledgeableabout the activities relatingto 

2  These canbeconsideredidealparticipantsfor thesurvey 

because they participate actively in investment-related activities. 

In total, the researchers obtained responses from 100 participants. Online surveys are highly 

beneficialsincetheyareeconomicalandconvenientfor obtaininganswersfroma largenumber of 

respondents in less time. 

 

Secondarydata 
Moreover,secondarydatahasalsobeenusedfortheoreticalanalysisandliteraturereview.The  following 

1 have been used: 

- 

- Academic 

onbehavioralfinance 

- SEBIReports 

- StockMarketReports 

- Websites 

- Financialnewspapers&magazines 

- Researchpapers 

Use of secondary data aided in gaining insights about past literature on behavioral finance, investor 

psychology,stock markets, emotional investing, and decision making.It alsohelped in finding out the 

gaps in previous research and formulating hypotheses. 
 

83 DataCollectionApproach  

83 adoptedingathering 

 

issystematicandwell-structured.Much 

makesurethat it remainsclear, simple, andunderstandabletothe 

respondent. It has been edited to correct errors before its distribution. 
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Targetpopulation 

Thetargetpopulationofthe 

the studyofinvestorbehavior 

haveasamplesizeof100 

of 

The 

samplesizeisadequateto analysis 

sample is 

consistsof: 

 

Invalidand irrelevant answers werediscardedto makethedata morereliableandaccurate.Thedata gathered 

were analyzed using Microsoft Excel. 

 

3.4SamplingDesign 

 
Sampling design is an approach taken while choosing the subjects for inclusion in the target 

populationinorder tocollect data. Anappropriatesamplingprocedurefacilitatesgatheringrelevant and 

reliable data to accomplish research goals. 

 

Samplingprocedure 

Thecurrentresearchemploysconveniencesamplingprocedure. Inthisapproach, theselectionof 

respondents takes into account factors such as convenience of approach, ease of access, and 

willingness of participation in the research. 

Onemajor advantageofusingthisprocedureisthat it canhelpsavetime, moneyandeffort ofthe researcher. 

It is easy, inexpensive and convenient. 

 

Samplesize 

The research will  respondents. chosen size quite large 

enough for and analysis influenceofbehavioralbiasesonstock 
market investments. 

This conduct statistical andobservepatternsofinvestor 

behavior. 

 

 

 

research 

• Stockmarketinvestmententhusiasts 

• Salariedworkers 

• Youngprofessionals 

• Self-employedindividuals 

• Retailinvestors 

• Tradingplatformsusers 

 

These individuals are considered appropriate for the study because they actively use stock market 

applications, digital trading platforms, financial news platforms, and online investment services, 

makingthemmorelikelytoexperiencebehavioralbiaseswhilemakinginvestmentdecisions. 

74 

8 

 

 

19 

 

1 
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Variablesare 

inthepresentstudy 

VariablesoftheStudy 

researchstudy. 

independentvariablesanddependentvariables. 

inthestockmarket.The 

Independentvariablesarefactorsthat 

the 

investment 

canleadtoirrational decisionmaking. 

theimpactofemotions fear,greed, 

Overconfidencebiasisa 

and to 

biaswhich 

the inthe 

studyare; 

making 

on 

ofaninvestor's 

and 

IndependentVariables 

OverconfidenceBias 

 

3.5 

 
measuresusedtoestablishrelationsandtesthypotheses inany 

Variables are grouped into two; 

 

 

arebelievedtoaffectthebehaviourofinvestorsaswellas 

theirdecisionsininvesting variablesin present 

 

 

behavioural involvestheoverestimation 

knowledge ability forecast movements stock market. Overconfidentinvestorstake 
many risks by making risky investment decisions. 

 

HerdingBias 

Thisisabehaviourwhere investorscopy otherinvestors'moves,opinions,investmentdecisions, and 

market movements fromsocial media or anyfinancial media without doingenoughanalysis on their 

part. 

 

LossAversionBias 

Lossaversionbiasdescribesa situationwherebyinvestorsarescaredofsufferinglossesmuchmore than 

gaining profits. Investors, in most cases, tend to be emotional while making investment decisions 

just to avoid incurring losses. 

 

AnchoringBias 

Anchoringisa situationwherebyinvestorsbasetheir investment decisionsonoldstockpricesand any 

information obtained in the market previously despite the change of circumstances in the current 

market environment. 

 

EmotionalBias 

Emotional bias pertains to  like excitement, 

investment Emotional biases   decisionswhen 

plans. 

 

panic 

 

RiskPerception 

Risk perception is concerned with how risky one considers investing in the stock markets to be. 

Variousinvestorscanhavevaryingriskperceptionsdependingontheir financebackgroundsand 

experiences. 

 

Dependentvariable 

 

The dependentvariablesarethedependentoutcomesthatareaffectedbyindependentvariables. 

 

 

InvestmentDecisionMaking  

1 

1 

4 

2 

121 

3 

5 

15 

64 
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InvestmentBehavior 

canbe the 

stockmarket. 

has 

decisionmaking 

decision-makingprocessofinvestorsinthestockmarket 

ofinvestorsinthestockmarket. 

The 

theinvestor,and 

inthefieldofbehavioralfinance, 

Overconfidencebiasdoesnothave effectoninvestmentdecision-making 

bias, 

biasesandstockmarket 

lossaversionbias, 

Inthe 

bias, 

study, 

bias,and have 

betweenbehavioral 

overconfidence 

market. 

is 

Investmentdecisionmaking 

the 

Overconfidencebiashasasignificant 

theprocedure 

oninvestmentdecision-makingin stock 

dependentvariablessuchasinvestmentdecision and 

Theconceptualframework 

3.6ConceptualFramework 

The 

overconfidencebias, 

and 

tested 

HypothesisoftheStudy 

thefollowing 

lossaversionbias,anchoringbias, biasand 

the 

thedegreeofsatisfactionthat derivefromtheir 

beencreatedbasedonpriorresearchcarriedout 

85 

 

entails throughwhichinvestorschoose,purchase,hold or 

sell stocks and securities in the 

 

Investment behavior defined as  generalinvestmentstyle,transactionfrequency,risk 

preference and financial  style 

InvestorSatisfaction 

Investor satisfaction is defined as investors 

investments, gains and stock market in general. 

 

 

Dependentvariablerelationship 

Thisresearchaimsatinvestigatingtherelationshipbetweenindependentvariablessuch as 
herdingbias, emotional risk 

perceptionto making,investmentbehavior 

investorsatisfaction. 

 

givesatheoreticalperspectiveoftheinteraction 

investments. present investmentdecision-making,investment 

behavior, and investor satisfaction have been viewed as dependent variables, whereas 

herding, anchoring emotional risk perception been seen 

as independent variables. These psychological and emotional variables are known to affect the 

behavior and    considerably. conceptual 

framework 

psychologyof stockmarketbehavior. 

 

3.7 

researchwillbe against hypotheses: 

 

OverconfidenceBias InvestmentDecision-Making 

 

 

• H01: any inthestock 

market. 

• H1: effect the 

 

 

 

This hypothesis derived from premisethat investorswhohaveaninflatedsenseofself-

knowledge and capabilities tend to take risky decisions involving over-trading. 

 

HerdingBehaviourandInvestmentBehaviour 

3 
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SDtirsoanggrelyeDisagree 

Neutral 

StronglyAgree 

TheLiker tscale inconverti 

Agree 

selling 

Lossaversion 

inthestockmarket. 

hasa significant 

buyingand 

decision-makinginthestockmarket. 

doesnothave effectoninvestmentdecision-making the 

LossAversion 

Lossaversionbias 

investmentdecision-making 

andInvestmentDecision-Making 

oninvestmentbehaviorinthestockmarket. 

the of 

Herdingbehaviorhasasignificanteffecton the market. 

 

• H02:Herdingbehaviordoesnothaveanyeffect 

• H2: investmentbehaviorin stock 

 

This hypothesis presupposes role markettrends,socialmedia,peerpressureandother 

investors in the   process. 

 

Bias 

 

• H03: any in stock 

market. 

• H3: bias effect oninvestment 

 

Thishypothesis isbasedonthepremisethatthefear offinanciallossesaffectsinvestors' behavior 

 

EmotionalBiasandInvestorBehaviour 
 

Hypothesis4 

• H04:Emotionalbiasdoesnothaveany 

market. 

 

significanteffectonthe 

 

behavior ofinvestorsinthestock 

• H4:Emotionalbiasdoes haveasignificanteffectonthe behavior ofinvestorsinthestockmarket. 

 

Thehypothesisisbasedonthepremisethatemotionalbias(e.g.,fear, greed, excitement, etc.) affects 

investment behavior. 

 

MeasurementScaleforHypotheses 

Likert scalewithfiveresponsecategorieshasbeenusedtomeasuretheperceptions, viewpoints, and 

behavioral pattern of theinvestors in thecurrentstudy. 

 

Thescale isdefinedasfollows: 

Table3.1LikertScale 

Scale Meaning1 

2 

3 

4 

5 

 

helps ngqualitative responses intoquantitativedata, whichcan be 

analyzedusingstatisticaltechniquessuchas mean, correlation, regression, and t-test. 

1 

2 

2 

2 

8 

23 

37 

46 

57 

67 

58 
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Thecollected data 

Dataanalysistools 

analyzedusing 

usedtointerpretthedataandtestthehypotheses: 

Excel.Thefollowingstatisticaltechniques 

112 

 

3.8 andtechniques 

are 
 

12 

Microsoft is 
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◻ 

Where: 

x̄  =∑X 

Formula: 

x̄  =Mean 

Regressionanalysisis 

N=Numberof 

∑X=Sumofall 

a=Intercept 

√∑(◻−◻̄)2.(◻−Ȳ)2 

Data 

9 

 

Descriptiveanalysis 
characteristicsaredescribedandhighlightedusingdescriptivestatistics. Inorder tounderstand 

demographicsofrespondentsand trendin general,theseinclude frequencydistributions, percentages, and 

graphs. 

 
MeanandAverage 

Meanisappliedtodetermineaveragescoreofeachvariable. 
 

 

 

 

 

• 

• observations 

• allobservations 

 

Meanassistsinanalyzinggeneraltendencyofrespondentsandwhether theygenerallyagreeor disagree. 
 

CorrelationAnalysis 

Therelationshipbetweentheindependentvariablesandthedependentvariableis 

 

analyzedthrough 

correlation analysis. Correlation analysis helps in determining thetendency between different 

variables, whichcaneither bemovingoppositedirections(negativecorrelation)or inthesame directions 

(positive correlation). 

 

Formula:r=∑(◻−◻̄)(◻−Ȳ) 

 

r valuerangesfrom-1to+1.Thisimpliesthat whenthereispositiver, thereisdirect relationship; while 

negative r value indicates inverse relationship. 
 

RegressionAnalysis  

done to assess the influence 
 

ofindependentvariablesondependentvariable. 

 

Formula(SimpleLinearRegression):◻=◻+◻◻ 

Formula(MultipleRegression): ◻=◻+◻1◻1+◻2◻2+◻3◻3+◻4◻4 ………. 

 

Where: 

 
• Y=Dependentvariable 

•  
• b=Regressioncoefficients 

• X =Independentvariables 

1 

47 

100 

93 
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eeormore independentgroups 

H₀: 

variancewit : 

Thereisasignificantdifference thegroups 

groups. 

categories. 

the 

Inorderto thereis differencebetweenthe two t-test 

√1+2 

◻2◻2 

s thatthere ignificant 

◻ 

will prove 

 
 

 

106 

t-test  

establishwhether a meansof groups,a canbe 

utilized. In our research, the t-test will help us compare responses of different categories of 

investors–menvswomen, differentagecategories,experiencedvsinexperiencedininvestment, high-

income vs low-income individuals in regard to behavioral biases and stock market investments. 

Formula: 

t=◻̄1−◻̄2 

119 

 

 

 

Where: 

 

◻1◻2 

 
 

 
 

 

 

 

 

 

 

 

 

144 

• ◻̄1, ◻̄2=Means towf ogroups 

• ◻2,◻2=Variances 

1 2 

• n1,n2=Samplesizes 

Explanation: 

Asignificantdifferenceisindicatedby 

 

 

 

 

 

 

rejectingthenullhypothesisifthep-valueis 

 

 

 

 

 

 

below0.05. 

For findingout ifvariationsincustomers'perceptionsarerandomor not, wecanapplyt-tests. We will 
assume that thesignificancelevel (or p-value)of a t-testis 0.05. In this case, therejectionof 

40143 
the nullhypothesi isas difference between means. 

 

Anova 

Themethodof 
 

analysisofvariance(ANOVA) 

 

can be applied 

 

fortesting 
 

the differencesbetween 

17104 

 

19 

the means ofthr 
for compar 

 

Hypothesis 

simultaneously. ANOVA, like t-test,allows 

• Thereisnosignificantdifferenceamongthegroups 

• 

39 

Teststatistic 

ANOVAis basedon the F-statistic, which measuresthe ratioofvariancebetweengroupsto 

39 hingroups 
◻◻◻◻◻◻◻◻◻◻◻◻◻◻◻◻◻◻◻◻ 

=   
◻◻◻ℎ◻◻◻◻◻◻◻◻◻◻◻◻◻◻◻ 

75 AhigherF-valueindicatesgreatervariationbetweengroupmeansrelative tovariationwithin 

among H₁: 

un 

ing more than two 
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Decisionrule 

Ifp-value<0.05→RejectH₀(significant 

Ifp-value>0.05→FailtorejectH₀(no significant 

exists) 

 

 
• difference 

• difference) 

 

Implementation 

Microsoft Excel is used to perform the ANOVA test (Data Analysis ToolPak – ANOVA: 

Single Factor). In order to ensure that only numerical values are included and non-numeric or 

blank cells are eliminated. 

48 
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analysisw 

and 

analyzingthedata. 

the of 

BehavioralBiasesinStockMarket 

Inthischapter, analysisofthe 

This 

abetterunderstandingofhowinvestors 

shedlightonthe andbehaviorof 

of 

investmentexperience,and 

responseswere 

Thedatawascollected a questionnairesent 

data 

Atotalof 

and 

overconfidencebias, lossaversionbias,anchoringbias, bias, 

of and the 

Descriptivestatistics 

while 

to 

and 

of 

The 

importantrole in 

playan 

takinginvestmentdecisionsinthestockmarket. 

36 CHAPTER4 

DATAANALYSISANDINTERPRETATION 
 

4.1 Introduction  

collected willbecarriedoutfortheresearch 

3 study entitled  Investment Decisions. chapter seeks  
analyze behavior 

theinvestorsanddeterminethevariouspsychologicalfactorsresponsible for 

affecting stock market investments. 

24 via structured usingGoogleForms. 100 
receivedfromrespondentsfromdifferentdemographicscomprisingofstudents, 

salaried, youngprofessionals, self-employedandretail investors. Thequestionnaire 

consistedofquestionsrelatingtothemainvariablesinthestudywhichinclude herding, emotional 

42 perception 

ofrisk,investmentdecisions. 

Initially,thedatawascompiledusingMicrosoftExcelsoftware.Inordertoensure 

consistency,allresponseswerethoroughlycheckedandincompleteresponseswere 

eliminated.Scoresofthevariablesweredeterminedusingtheaveragevalueobtainedfrom the 

respective questions in the questionnaires. 

1 1 
Severalmethodsofstatistical ereused in 

wereused insummarizing demographic informationrespondents'opinions. 
 

 

180 

Graphicalrepresentationsusingtoolslikepiecharts,bargraphs,andtableswerealso employedfor 

displayingthedataina simplemanner.Thesegraphicalrepresentations 

facilitatingbetteridentificationpatternsrelationsamongvariables under 

consideration. 

14 Theresultsofthestudy psychology theinvestors.The 

8 findingsassistingaining behaveemotionally 
cognitively. 

 

4.2 DemographicAnalysis 

Demographic analysis gives details about the background traits of the respondents. This is 

important to understand investment behaviour of various classes of investors 

10 consideringaspectslikeage,gender,occupation,levelofincome, frequency 
involvement instockmarket activities. 

numberrespondents who took part in the research is 100. This demographic analysis 

2 helpstocomprehendhowvariousinvestorclassesareaffectedbybehaviouralbiases 

athorough 
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30years,31–40years,and41–50years. 

 
4.2.1 AgeDistribution 
Respondents were classified according to different age groups to understand the participation of 

investorsbelongingtovariousagecategoriesinstockmarketinvestmentactivities. Theagegroups 

included 20– 

 

Total 
 
 
 

 

21% 
 
 
 

 
37% 

 

 
42% 

 
20-30 

31-40 

41-50 

 
 
 

 
Figure4.2:AgeDistributionofRespondents(Source:OwnCreation) 

 

 

Interpretation: 

Most respondentsfallunderthe 20–30 years age bracket,which suggests that younger 

investorsrepresentthemostprominentsegmentamongtherespondentsample.Thisis because this 

particular demographic is more inclined towards investments related to the stock 

market,alongwithengaginginonlinetrading.Investorsagedbetween31and40represent the category 

of experienced professionals or salaried investors who are very active when it comes to 

investment planning. The 41–50 years age bracket represents the most mature and experienced 

investors who tend to make safe investment decisions. As observed from these results, it 

becomes evident that younger investors tend to be more susceptible to behavioral influences and 

trends associated with the stock market. 

15 
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Total 

Student 
25% Business 

32% 

Business 

Professional 

Salaried 

Salaried 
17% 

Student 

Professional 
26% 

 

4.2.2 Occupation 

Respondents wereclassifiedaccordingtotheir occupation,includingstudents,salaried 

employees, businesspersons, and professionals. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure4.4:Occupation-wiseDistributionofRespondents(Source:OwnCreation) 

 
 

 

Interpretation: 

It canbeseenfromthedata thattherespondentshavecomefrom different occupations, thusgiving 

different perspectives relatedtotheir behavior about investment andparticipationinstock markets. 

Students constitutea large number inthesamplesincethereis increasingawareness of investingin 

stock markets among youth. People with salaries and professionals also form an important part 

becauseoftheincreasingknowledgeabout money makingandplanning. Businessmenalsoplayan 

important role because they have more market exposure and risk appetite. 
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investors. 

Itcanbeobservedthat 

the of 

high 

maleinvestorsinstockmarket 

femalerespondents 

investors 

than female 

female 

tounderstandthe ofmaleand 

is of 

Total 
 
 

 
FemaleM 

ale 

 

4.2.3 GenderDistribution 

Respondents were categorized on the basis of gender participation 

investors instock market investment activities. 
 

Figure4.5:GenderDistribution(Source:OwnCreation) 

 

 
Interpretation: 

there a relatively number male as respondentsinthe 

survey, whilefemalerespondentsforma minorityportioninthesample. Thissignifiesthat thereis 

higher participation by investments and transactions 

Nonetheless, inclusion some inthesurveyrevealsthegrowing 

trend of financial awareness and investments made by women recently. 

10 

26 

153 
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Total 
 
 

 
Total 

 
 
 
 

 
1-3YEARS 3-5YEARS LESSTHAN1YEAR MORETHAN5 

YEARS 

onthebasisoftheirinvestmentexperience, 

1year,1–3years,3–5 years, more than5years. 

lessthan 

 

 

 

 

 

33 

 
25 

22 
20 

 

 
 

 

 

10 79 

4.2.3InvestmentExperience 

Respondentswerecategorized 

and 

 

including 

 

 
 

 

 

 

 

 

 

 
 

 

 

 

 

77 

 

 

 

 

 

 

Figure4.6:InvestmentExperienceofRespondents(Source:OwnCreation) 

 
 

 

Interpretation: 

 

In addition, the most common experience levels among the respondents include investmentexperience 

of 1-3 years and 3-5 years, which shows a level of competence in the stock 

markets.Peoplewithlessexperiencearemostlydrivenbytheiremotionalresponseandthetrendsseenon 

thesocialmedia.Thosewithmoreexperiencearedrivenbytheiranalysisofthesituationinthe past. From the 

findings, it is clear that the level of experience is significant in terms of investor behavior. 
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Total 

Total 

Bonds Crypto MutualFunds Stocks 

 

Investment Preference 

 
Respondents wereaskedabouttheirpreferredinvestmentoption, includingstocks, mutualfunds, bonds, 

and cryptocurrency investments. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Interpretation: 

Aspertheresults,thepreferredinvestmentavenuesarestocks,followedbymutualfundsand crypto 

investments. Thus, one can observe that the investors' preference is increasingly shifting towards 

equity-based investments owing to the prospects of earning high returns. The mutual fundsare 

preferred investment avenues by those who prefer diversification and safety while the crypto 

investments are preferred by the younger generation as they believe in earning high returns through 

them.Thebondswerenotpreferredowingtotheirnatureofbeingalow-riskandlow-return avenue. 
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4Agree 

3Neutral 

2Disagree 

5StronglyAgree 

1StronglyDisagree 

highermeanvalue 

five-pointLikertscale, 

inordertoinvestin The showsthat 

Table4. 

oninvestmentdecisions. 

Analysis 

influenceof behavioral 

and 

overconfidencebias,herding bias, bias, 

thisstudy, include to themean ofthe variables 

Descriptivestatisticsare 

mean 

inthisstudy,itwasobservedthat the 

Theresultsofthestudy thatthe hasa impacton 

4.1 

4.1.1DescriptiveStatistics 

Descriptive&StatisticalAnalysis) 

socialmediaandthe 

informationsuchasnews, 

research 

throughtheuseofdescriptivestatistics.This 

of 

thefactor 

 

Analysis ( 

 
(MeanAnalysis) 

Datacollectionisfollowedbydataanalysis 

contributestounderstandinginvestors’perceptionsandbehaviourregardingbehavioralbi 

asesinstockmarketinvestmentdecisions.  primarily used 

obtain values key which 

behaviour, loss aversion anchoring availabilitybias, 

emotionalbehaviour.Themeanisdefinedastheaverageresponseofparticipantsusing 

the where: 

 

 

 

 

 

 

 

A indicates stronger agreement and greater 

 

1Descriptive 

Variable Mean 

OverconfidenceBias 3.64 

HerdingBehavior 3.41 

LossAversionBias 3.68 

AnchoringBias 3.93 

AvailabilityBias 4.08 

EmotionalBehaviour 4.02 

 

Interpretation 

BelowinTable4.1,the  valuesoftheaveragemeanofthemainvariableshavebeenpresentedfor  this  study. 

show behavioral bias considerable stock 

market investments among the respondents. 

Among the main variables considered availability bias has 

highest average value (4.08). It means that investors use the market 

media, latestinformation stocks.finding 

they take help of financial TV channels and online discussions to get updated about the market 

information. 

Investorsareinfluencedwithemotionswhilemakingstockmarketinvestments.Emotional behavior variable 

had the second-highest averagemean value (4.02)which indicatesthat investors get affected from the 

emotions like fear, excitement, greed and panic at stock market investment. Market volatility 

influences the emotions and decision-making of the respondents. 

The thirdhighest average mean value (3.93) hasbeen obtained for anchoring bias which indicatesthat 

investors consider the past stock prices and market information while investing in the stocks.Most of 

the respondents compare their stocks with the past stock prices. 

69 

157 

30 

54 

56 

64 

63 

107 

122 

172 
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thatinvestmentbehaviorinthestockmarketis 

LossAversionBias 

Bias AnchoringBias 

analysis,t-test,chi-squaretest. 

basedonthe 

decisionmakingofinvestors 

descriptivestatistics,itcanbestatedthat 

correlationanalysis,regression 

aspectsthataffectthe 

MeanComparisonofBehavioralBiasVariables 

1 

3.00 3.20 3.40 3.60 3.80 4.00 4.20 

EmotionalBehaviourAvailability 

HerdingBehaviour Overconfidence Bias 

21 

 

The score for loss aversion bias is (3.68). This reveals that investors are sensitive emotionally about 

their loss of money. Furthermore, investors may not consider selling the loss-making investments. 

Loss recovery is considered one of the emotional reasons for investors to make further investments. 

Thescoreforoverconfidencebiasis(3.64).Overconfidencebiasrevealsthatinvestorsaresure abouttheir 

knowledge ofinvestments and are capable enough to estimate stock market behavior. 

Herdingbehaviorscoredthelowestmeanscore,(3.41),amongthefivetypesofbiasesconsidered. 

Itindicatesthatalthoughinvestorshavebeeninfluencedbycrowdsorpublicopiniontosome extent regarding 

investments, there is an attempt to make independent investment decisions. 

Inconclusion, above- availability bias, 

emotionalbehavior,andanchoringbiasarethethreemajorbehavioral 

investment while herding behavior affects investors relatively less. 

Therefore,thestudyfindingsreveal  largely 

governed by psychological aspects, emotions, and market information. 

Thesefindingsserveasabasisforfurtherstatisticaltestssuchas 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure4.7:MeanComparisonof Variables(Source:OwnCreation) 

14 

118 

26 

62 
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Avalue 

Avalueclose to 

Thecorrelationcoefficient 

indicatesa 

indicatesa 

relationship 

rangesfrom-1to+1, 

relationship 

Avaluecloseto+1indicatesastrongpositiverelationship 

of 

anchoringbias,availabilitybias, 

thecorrelation 

betweenindependentvariables 

methodwas 

between variables. 

investmentdecision-making 

thestrengthanddirection 

bias, 

closeto-1 

25 

 

 
4.1.2 CorrelationAnalysis 

CorrelationcoefficientbyPearson employed toassess 

association anddecision-makingbehaviorininvestments. 

Correlationcoefficientsbetweenoverconfidence,herdingbehavior,lossaversion 

emotionalbehavior,and were 

evaluated. 
 

• 

 

value where: 

• 0 weak 

• strongnegative 

Thefollowingtablepresents values the 

. 

102 

146 

170 
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StrongPositive 

Relationship 

Positive 

Relationship 

StrongPositiveRelationship 

ModeratePositive 

Relationship 

StrongPositive 

Relationship 

ModeratePositive 

Relationship 

StrongPositive 

Relationship 

StrongPositive 

Relationship 

Positive 

Relationship 

ModeratePositive 

Relationship 

biashasa positivecorrelationwithAvailabilityBias 

Table CorrelationAnalysis 

respondents. 

thestockmarket, the 

inthestockmarkets of 

theirdecisionmakingon 

Relationship  Value Interpretation 
(r) 

OverconfidenceBiasvs 

Anchoring Bias 

0.61 

OverconfidenceBiasvs 

Availability Bias 

0.58 Moderate 

HerdingBehaviourvs 

Availability Bias 

0.63 

HerdingBehaviourvs 

Emotional Behaviour 

LossAversionBiasvs 

EmotionalBehaviour 

0.59 

 

0.68 Strong 

AnchoringBiasvs Availability 

Bias 

0.72 

Availability Bias vs 

EmotionalBehaviour 

OverconfidenceBiasvs 

Herding Behaviour 

0.74 

 

0.54 

AnchoringBiasvsEmotional 

Behaviour 

0.66 

LossAversionBiasvs 

Anchoring Bias 

0.57 

 

28 

 

4.2 

 

 

 

 

Interpretation 

Allbehavioralbiasvariablesseemtohaveapositivecorrelationwitheachotherandare 

highlyeffectivewhenmakingdecisions forinvestments the 

 

From thebehavioralbiasesmentionedabove,availabilitybias andemotionalbehavior show 

thehighestpositivecorrelation(0.74)becausethosewhobase 

information from throughmediaandeasilyavailableinformationare also 

highly emotional in their decision making. 

Similarly, Anchoring high (0.72), which 

means that those who are heavily influenced by historic data of stock markets are also heavily 

influenced by current information from the market when making decisions for theirinvestments. 

41 

168 

188 
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Fear of loss and emotional behavior have a significant positive relationship (0.68). This is 

because fear of losses impacts the investor’s emotional state and their trading behavior 

significantly. An investor who is emotionally tied up in the idea of avoiding losses is likely to 

make emotionally charged decisions. 
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LossAversion 

0. 0. 0. 0. 0. Bias 

 

 
Variables 

Overconfidence 

Bias 

Herding 

Behaviour 

Loss 
Aversion 
Bias 

Anchoring 

Bias 

Availability 

Bias 

Emotional 

Behaviour 

 
 

 

Overconfidence 

Bias 

 
 
 

 
1.00 

 
 
 

 
0.54 

 
 
 

 
0.48 

 
 
 

 
0.61 

 
 
 

 
0.58 

 
 
 

 
0.52 

 
 

 

Herding 

Behaviour 

 
 
 

 
0.54 

 
 
 

 
1.00 

 
 
 

 
0.45 

 
 
 

 
0.50 

 
 
 

 
0.63 

 
 
 

 
0.59 

  
 
 

 
48 

 
 
 

 
45 

 
 
 

 
1.00 

 
 
 

 
57 

 
 
 

 
49 

 
 
 

 
68    

 
 
 

 
AnchoringBias 

 
 
 

 
0.61 

 
 
 

 
0.50 

 
 
 

 
0.57 

 
 
 

 
1.00 

 
 
 

 
0.72 

 
 
 

 
0.66 

 
 
 

Availability 

Bias 

 
 
 

 
0.58 

 
 
 

 
0.63 

 
 
 

 
0.49 

 
 
 

 
0.72 

 
 
 

 
1.00 

 
 
 

 
0.74 

 
 

 

Emotional 

Behaviour 

 
 
 

 
0.52 

 
 
 

 
0.59 

 
 
 

 
0.68 

 
 
 

 
0.66 

 
 
 

 
0.74 

 
 
 

 
1.00 

 

51 

 

Figure4.8:Correlation HeatmapofVariables(Source:Own Creation) 
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MultipleR 0.842 

AdjustedRSquare 0. 

Observations 

investment 

multipleregression was the towhichthese 

lossaversionbias,anchoringbias,availabilitybias, 

behaviouralbiasesincludingoverconfidencebias, 

• X₆ 

Theinfluenceof 

Bias 

Bias 

Bias 

X₁=OverconfidenceBias 

variablesrelatedto 

R Square 

StandardError 0. 

0.709 

modelused thisstudyis: 

◻=◻+◻1◻1+◻2◻2+◻3◻3+◻4◻4 

The 

Y 

a=Constant(Intercept) 

Decision-Making 

decisionsinthestockmarket. 

◻6◻6 

 

 
4.1.3 RegressionAnalysis 

 
 

16 33 

 

 

13 

84 

78 

160 

 

 

 

 

 

 

 

 

 

45 

independent 

herding behavior, andemotionalbehavioron 

investmentdecisions wereanalyzedthroughtheapplicationof multipleregressionanalyses. The 

technique used toestablish degree behaviorsaffect 

 

regression 

+◻5◻5+ 

 

 

Where: 

• =Investment 

• 

• 

• X₂=HerdingBehaviour 

• X₃=LossAversion 

• X₄=Anchoring 

• X₅=Availability 

=EmotionalBehaviour 

4.1.3.1 Modelsummary 

 

4.1.3.2 Table4.3:RegressionModelSummary 

 

Statistic Value 
 

71 

 

691 

392 

100 

for 
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approximately70.9%ofvariationin 
theRSquarevalueof0.709 that 

The 

behavior 

showsthatoverconfidencebiashasasignificant decision-making 

and 

overconfidencebias, behaviour,lossaversionbias,anchoringbias, 

behaviouralbiases significantly thestockmarketinvestmentdecisions. 

tendency investorstooverestimatetheirabilities andknowledge 

outside 

TheAdjustedRSquare 

of thisresearch. 

of0. thatthe ofthe 

otherfactors 

below0.05. 

p-valueis whichis 

relatedtotheobserved inthe 

areclosely 

Rvalueof0. strongrelationshipbetween 

Table4. 

3CoefficientAnalysis 

Coefficients 

Bias 0. 0. 

AvailabilityBias 0. 0. 

0. 0. 

Significant 

HighlySignificant 

NotSignificant 

Significant 

HighlySignificant 

HighlySignificant 

HighlySignificant 

the scope 

 

Interpretation 

The Multiple 842 representssiagnificant and  the 

independentvariablesassociatedwithbehaviouralbiasandinvestors'stockmarket 

investmentdecisionbehaviour.Thismeansthat reflects 
theinvestmentdecisionbehaviourisaccountedfor 

availability bias, 

emotionalbehaviour,whereastherest29.1%mightbeaffectedbyvarious 
 

value 691implies reliabilityandpredictability 

regressionequationarehighconsideringthenumberofvariablesintheequationusedto explain 

investment decision behaviour. 

TheStandardErrorvalueof0.392isfairlylowwhichmeansthatpredictedvalues values 

regression model. 

Theresearchresultsshowthatinvestorbehaviourishighlydependentonsuchaspectsas that affect 

Itwas 

foundoutthatamongindependentvariablesconsidered,availabilitybias,emotional behaviour, and 

anchoring bias affect the investor behaviour most prominently while the influence of herding 

behaviour appears comparatively lower. 

 

4.1.3. 

4:Regression   

  Interpretation 

Intercept -0.215 0.387 
 

 

Overconfidence 
Bias 

0.342 0.004 
 

 

Herding 
Behaviour 

0.218 0.031  

LossAversion 
Bias 

0.397 0.001  

Anchoring 441 000 
 

 

 486 000 
 

 

Emotional 
Behaviour 

463 000 
 

 

 

InterpretationofVariables 

Overconfidence Bias 

• The coefficientforoverconfidencebiasstandsat0.342whilethe at 0.004, 

 

• This effect oninvestment 

amonginvestors. 

•  among to predict about 

the markets makes them independent investors. 

1 

11 

16 

68 

38 

43 

68 

96 

110 

137 

141 

176 

178 

herding 
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Sincethep-valueislessthan0.05, 

andap-valueof0. 

kingo 

0. 

a of 

in 

 

• HerdingBehaviour 

o The herdingbehaviorhasacoefficientof0.218 031. 

o  
investors’ decision-making. 

herdingbehavior iasnimportantdeterminantof 

o Investordecisionscanbedrivenbymarkettrend,trendingstock,discussionon social 
media, and other investors’ investment decisions.. 

• LossAversionBias 
• Thelossaversionbias has value 0.397forthecoefficient andap-value of 0.001. 

• It demonstratesthat fearofsufferinglossesgreatlyinfluencestheactionsofinvestors. 

• Inaddition,investorsprefernottoselltheirlosingstocksbecausetheyareafraidof their money 
losses. 

 

• AnchoringBias 
• Anchoringbiasisrepresentedbycoefficient 

000. 
valueof0. 441with thep-value being 

• This provesthefact thatanchoring bias playsavery significant rolein investment 

decisions. 

• Investors rely greatly on past price and market data when buying or selling securities. 

• AvailabilityBias 

• Theavailabilitybiascoefficientstandsat0.486withap-valueof0.000. 

• The implication is that availability bias represents themostinfluential behaviour oninvestment 

decisionsof all behaviours examined this study. 

• Whilemakinginvestments in thestockmarket,investors dependhighlyon current news 

coverage,mediaconversations,trendsonsocialmedia,andinformation. 

 

• EmotionalBehaviour 
• Emotionalbehaviorhasavalueofcoefficientof0.463withp-value 0.000. 

• Itimplies that emotionslikefear,greed,panic,andeuphoriastrongly 

 

 
impactthe 

decisionma finvestorsinmarket fluctuations. 

• Emotionalbehaviorimpactsinvestmentdecisionslikepurchase,sale,andholdingof stock 
investments. 

 

4.1.3.4RegressionEquation 

Basedontheregressioncoefficients, theregressionequationis: 

 

Y=−0.215+0.342(X1)+0.218(X2)+0.397(X3)+0.441(X4)+0.486(X5)+0.463(X6) 

Where: 

• Y=InvestmentDecision-Making 

• X₁=OverconfidenceBias 

• X₂=HerdingBehaviour 

• X₃=Loss AversionBias 

• X₄= Anchoring 

• X₅= Availability 

Bias 

• X₆=EmotionalBehaviour 

131 

17 

17 

22 

177 

27 

31 

35 

37 

45 

165 

Bias 
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one-unit 
units 

bias investmentdecision 

toanincreaseof0. unitsininvestment 
0. 

 

 

 

InterpretationofRegressionEquation 

o It is clear from the above analysis that biases greatly influence stock market 
investment decisions. 

o A rise inoverconfidenceraises influence by 
342 assumingallothervariablesareheldconstant. 

o Herding behavior leads 218 influence, 
suggesting a moderate effect of herding behavior among investors. 

o Loss aversion increases influence on investment decisions by 0.397 units, 
meaning that fear of losses influences financial decision-making. 

o Anchoringbiasleadstoanincreaseininfluenceoninvestmentdecision 
makingby0.441units,suggestingthatpastpriceshaveanimportantbearing on the 
investor’s judgment. 

o Availabilitybiashas thegreatest impactoninvestmentdecisions asshownby 

theincreaseof0.486units.Itsuggeststhatinvestorsrelyheavilyonrecent 
developmentsandeasy-to-accessinformation. 

o Lastly,emotionalbehaviorgreatlyinfluencesinvestmentdecisionswithan increase 
of 0.463 units in the influence on such decisions.. 

 

4.1.3.5OverallInterpretation 

 
Fromtheregressionanalysis,itisevidentthatoverconfidencebias,herdingbehavior,loss 

aversion bias, anchoringbias, availabilitybias,an demotionalbehaviorsignificantlyaffect  

stockmarketinvestmentsmadebyinvestors.Inallthevariables,availabilitybiasstoodoutas 

themostimportantvariablefollowedbyemotionalbehaviorandanchoringbias.Fromthe 

results,itcanbeconcludedthat  investorsmake theirinvestment decisionsbasedonthe  
currentnewsaboutthemarket,emotions,influenceofothers,andthe historical performance ofthe 

market. 
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biases different 

testwas toexaminewhetherthereis significantdifferencein 

NullHypothesis): 

AlternativeHypothesis): 

AlternativeHypothesis): 

AlternativeHypothesis): 

Thereisasignificantdifferencebetween 

Thereisasignificantdifferencebetween 

Thereisnosignificantdifferencebetween 

and 

and 

and 

There isasignificantdifferencebetweenmaleandfemaleinvestorsregarding 

investorsregarding 

investorsregarding 

investorsregarding 

isnosignificantdifferencebetweenmaleandfemaleinvestorsregarding 

aversion 

NullHypothesis): 

Thereisnosignificantdifferencebetween and investors loss 

MaleandFemaleInvestors(OverconfidenceBias) 

 

4.1.4 t-testAnalysis 

Theindependent-samplest- used any 

behavioral among groupsofinvestors.Thetesthelpsindeterminingwhetherthe 

meanvaluesoftwogroupsdiffersignificantlyfromeachother. The 

significance level used here is 0.05. 

 

4.1.4.1 Hypothesesoft-test 

 
1.  

H01(NullHypothesis): 

here overconfidence 

bias. 

H1( 

overconfidencebias. 

 

2. Experienced and Beginner 

Investors(LossAversionBias) 

(Purchasing 

Convenience)H02( 

bias. 

 

H2( 

 

aversion bias. 

 

3. FrequentandOccasionalInvestors 

(Herding Behavior) 

H03( 

 

herdingbehavior. 

 

H3( 

 

behavior. 

 

 

 

 

 

experienced beginner regarding 

 

 

 

experienced beginner loss 
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Table4.5:t-TestResults 

Comparison P- Result 

value 
Interpretation 

OverconfidenceBias 2.81452E-08Significant Significantdifferenceexists 

between investor groups 

LossAversionBias 7.92631E-11 Significant Investmentexperiencesignificantly 

affects loss aversion behaviour. 

HerdingBehaviour 4.17382E-06 Significant Investment frequency 

significantlyinfluencesherding 

behaviour. 



Page60of63-Integrity Submission SubmissionIDtrn:oid:::30110:140378079 

50 

Page60of63-Integrity Submission SubmissionIDtrn:oid:::30110:140378079 

 

 

independentsamplet-testhasbeencarriedout 

overconfidencebias,lossaversionbias,and 

0.05. 

thedifference 
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a 

statisticallysignificantbetweenthetwogroups. Hence,the 
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hinaveiostrosr.s’ 

p-valuesare 

allthe 

an 

Therefore,thenullhypothesisisrejected,indicatingthat 

obtained lower 

 
 

66 

185 

 

 

 

 

 

9 

63 

40 94 

4.1.4.2 Male&FemaleInvestors( 

p-value 2.81452E-08, smaller 

 

 

Interpretation 

Astatistical usingan foroverconfidence 

betweenmenandwomenasinvestors.This = 

2.81452E-08),whichmakestheresult 

stated exists stronginfluenceofgenderon 

overconfidencebehaviourininvestors. 
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4.1.4.3 ExperiencedandBeginnerInvestors (LossAversionBias) 

for 7.92631E-11, less 

Interpretation 

Totest inlossaversionbehaviorbetweenexpertinvestorsandnovice investors,  
A two 

groupswasidentified(p-value=7.92631e-11<0.05). Itwasdiscoveredthatnoviceinvestorstendtobe more 

emotionally affected when experiencing losses and are hesitant to sell their losing investments 

compared to expert investors. 

 

 

4.1.4.4 FrequentandOccasionalInvestors(HerdingBehaviour) 

Thep-valueforherdingbehaviouris4.17382E-06, 
 
 

 

 
140 

Interpretation 
 

sample 
 

conducted herdingbehaviour frequent 

72 investorsoccasionalinvestors. 

4.17382E-06, which is below 0.05. Frequent investors were found 
 

 

179 

 

 

 

 

 

 

11  124 

 

 

73 

to be more influenced by market trends, social media discussions, and investment recommendations 

compared to occasional investors. 

investmentfrequencysignificantlyaffectsherdingbehaviouramonginvestors. 

 

4.1.4.5 OverallInterpretation 

Asperindependentsamplet-testresults,thereexiststatisticaldifferencesbetweenthe investor groups 

for herding behavior since 

less It suggeststhat  demographic as well as past 

investmentexperienceplayacrucialroleininfluencingbehaviorialbiases.Thereisstrong evidence 

that emotions, confidence, pressure impact thebe 
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decision-making 

asfear,greed, andpaniccan 

thebehavioralaspect 

Investorsshouldimprovefinancial andawareness 

Investment 

morerationalandinformedinvestmentdecisions. 

Itwasfound the 

behavior, 

oftheinvestors 

of investmentinthestockmarket 

stockmarketinvestment 

wasevidentfromthestudy 

investorstendtomakeinvestmentdecisionsbased the of 

thedecision-making 

impactonthedecision-making oftheinvestors, 

haveasignificant onthestockmarket 

Itcanbeconcludedthat 

to 

Lossaversionbias 

findingsoftheStudy 

asignificant onthe of investors, 

akeyroleinthe 

investors 

oneofthekeyfactors 

investment 

asignificantimpactontheirdecision- 

affecttheinvestmentdecisionsof 

oftherespondents 

as 

by 

investors. 

theinvestors. 

instockmarketinvestments. 

1. 

Themajorfindings 

inthestockmarket. 

of 

tomake 
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4.2Key &Recommendations 

of the research are: 

 Availability bias was found to impact investmentsof 
Investorsmainlyrelyupontherecentnews,markettrendsandtheeasily 

availableinformationformakingtheirinvestmentdecisions. 

7 2. Emotionalbehavior had making 

3 50 
process, 

the 

excitement, greatly 
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4 138 

3. Anchoring bias proved to be nfluencing process, 

as uponrecent historystock  prices. 

4.  had impact behaviorthe as tend 

have emotional sensitivity towards the loss-making investments. 

5. Overconfidencebias findings,wheremany 

expressed their confidence about their own prediction of market changes and market 

movement. 

6. Herding behavior had an  process but not  
strongasother biasesas someinvestorsrelieduponmarkettrendsandstocksbeingtradedby 

majority of the investors. 

7. Correlationanalysisrevealedastrongpositivecorrelationbetweenbehaviorslikeemotional behavior, 

anchoring bias, availability bias, and decisions. 

8.  that  psychological aspect isdominated  
emotional  followed by availability and anchoring bias. 

9. Thelargestnumberofinvestorsbelongstotheyoungergeneration(18-25years),which shows active 

involvement of youth 

10.  investor psychology and emotions play process  
investment decision-making 

11. Itwasfoundthattechnologicaldevelopment,socialnetworkingsites,andfastinformation exchange 

greatly impact investor perception and behavior. 

12. Generally speaking, it can be concluded that greatlyaffects 

processes and risk behaviors. 

 

 

 

 

 

 

Recommendations 

• literacy regardingbehavioralbiases 

 

•  decisionsshouldbebasedonproper financialanalysisandlong-termplanning 

rather than emotions, market rumours, or social media trends. 

• Investorsshouldavoidexcessiveoverconfidenceandconduct detailedresearchbefore 

investing in stocks. 

• Diversificationstrategiesshouldbeadoptedtoreduceriskassociatedwithemotionaland 

biased investment decisions. 
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helpinvestors and 

androbo-advisoryservices 

theentirepopulationof 

respondents,whichmaynotfullyrepresent 

anchoringbias, 

behavioralbiasessuchasoverconfidencebias,herding 

theapplicabilityof findingsto 

whichmaylimit 

• Thestudy a numberof 

The majorityofrespondents theyoungerage 18–25years) 

reliedonself-reported collectedthroughquestionnaires,whichmay 

LimitationsoftheStudy 

affectthelong-termrelevanceofthe 

 

• Financialadvisorsandinvestmentplatformsshouldprovideeducationalprogramsrelatedto 

behavioral finance and risk management. 

• Investorsshouldmaintainemotionaldisciplineduringmarket volatilityandavoidpanicselling or 

greedy investment behaviour. 

• Regulatoryauthoritiesandstockexchangesshouldcontinuepromotinginvestorawareness 

programs to encourage responsible and rational investing practices. 

4 • Technology-driven tools such as AI-based portfolio analysis may 

reduce emotional biases improve investment decisions. 
 

62 
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31  109 

 

12 

 

 

56 

 

 

 

 

 

120 

4.3 

wasconductedusing limited 
stockmarketinvestors. 

•  belonged to group ( , 

the  older and highly experienced investors. 

• Thestudymainlyfocusedonselected 

behaviour, lossaversion bias, availabilitybias,andemotionalbehaviour,while 
other psychological and economic factors were not considered. 

• Theresearch responses 

involvepersonalbias,inaccurateresponses,orsubjectiveopinionsfrom participants. 

• Thestudywaslimitedbytimeandresourceconstraintsduringdata collectionandstatistical 

analysis. 

• Investorbehaviourandstockmarketconditionscontinuouslychangeduetoeconomic, 

political, and technological developments, which may 

findings. 

• Thestudy mainlyfocusedonretailinvestorsanddidnotextensivelyexamineinstitutional 
investors or professional financial analysts. 
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analysiswere 
statisticaltoolssuchasdescriptive analysis, analysis,and 
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overconfidencebias,herdingbehavior,lossaversion anchoringbias, 

intoconsiderationinthe researchstudy 

collectedthroughtheuseofastructured 

impacton decisionmakingofinvestors. 

behavioralfactors 

InvestmentDecisionsamongInvestors. 
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results, 

followedby 
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thereweresignificantdifferencesbetweenthegroups 

Therewasasignificantpositivecorrelationbetween and 
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havea 
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CHAPTER 5 

CONCLUSION  
 

 

5.1Conclusion  
 

Introduction 

 

currentresearch isentitledas“  StockMarket 

”Thisstudyaimsatexamininghowpsychologicaland 

emotional biases affect   investors making   in  
stock market. With advent of advanced online trading systems, digital financial service 
providers,  media  stock market accessibility,  
involvement of investors in   quite significant  years. 

Nevertheless, various emotional, perceptional, and that 

considerable  investment 
 

major independent variables taken curren 
 

emotionalbehavior.Dataforthe currentresearchwas 

include 

availabilitybias,and 

questionnaire filledupby respondentscomprisingyoungand active investors.Various analysis, 

correlation regression t-test 

employedusingMicrosoftExcel. 

 

From findings, clear behavioralbiases significant stockmarket 

investments.Majority 

young investors 

suggestingthat 

online trading 

platform.Moreover,thestudyhasshownthatavailabilitybias vital 

affecting investorbehavior, asmostrespondentsarehighlydependentonmarketnews,social media, 
financial advisors, and current informationbefore making investment decisions. 

 

Intermsofinfluenceoninvestors’behavior, emotionalbehavior hasproventobethemost 

effective variable influencing investment decisions availability 

According regression analysis greed, 

panic affect investor behavior during stock market volatility. 

actemotionally 

Anchoringbias as 

investorsdependon thehistoryofstockpricesandmarkets. 

 

behaviouralbiasstockmarketinvestments. 

Moreover, ofinvestors 

overconfidence bias, loss aversion behavior, and herding behavior. The group of frequent 

investors showed higher confidence and emotional attachment towards the activity of trading 

stocks when compared to less frequent investors. 

Insummary, thebehaviouralbias veryimportant shaping 

behavior investorsand rational environment. 

Althoughtechnology easymarketaccesshavemadeiteasierforpeopletoinvest,thereis 
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