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Introductionto the

today’stime, 1 kmarl 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
o been seen i ingintl I ! because filic 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 thelndian financial markets.Apart from traditional methodsof investments like fixed deposits,
gold, and real estate, there has been a lot of participation by Indians
e instocksandfinancialsecurities. Y oungpeoplelikemillennialsandGenerationZ havel
involved nfl kmarl 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, thestockmarket hasbecome fil ti tant fields of investment
g opportunitiesforthosewhoseektocreateandgeneratewealthoutoftheirsavings. A

L P 1 1

developments and advancementtechnology, is becoming a
popularchoiceamongtheyounggenerationoflndiaduetotheeaseofaccessofstocks 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
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returnsoninvestment.However,itshouldbekeptinmindthatthechumannatureand behavior is more
likely influenced by emotions rather than logical analysis or financial expertise. It can hardly be
possible for any humani nttoh ¢hg ndic konga e klty and rationally when it comes to investments
Behavioralfinanceisa  financialsciencewhichcombinesfinanceandpsychologyinvestigatetiertoa
'vand  nbehavior ofinvestorsand their decision-making process.
linfluences, irrational behavior, bi 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-
makingprocessof moderninvestors isgreatlyinfluencedby =~ manyoutsideforces.

Anotherbehavioralbiasamonginvestorsistheoverconfidencebias. Allinvestors believe that
they know more thanothersalsaond makebetterdecisionsthanothers. Overconfidence
arises 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

pricesor previously available information when taking investment decisions. The investorstend
to wuse past prices as their basis for comparison and decision-making, even

incircumstanceswheretherearechangesinmarketdynamics.Inrelationto availabilitybias,
investorsmakedecisionsbasedon current information, market events, or whatever
information happens to be easily available to them.
Withtheadventoftechnology,includingthedevelopmentof socialmedia platforms, there
hasbeenanincreaseinbehavioralbiases,which influence oot iorofinvestors.
Nowadays,investorsareconstantlybeingbombardedwithfinancialnews,stockpicks,and
marketopinionsthroughsocialmedia platformssuchasYouTube, Telegram, Instagram,

Twitter,andfinancialblogs. ~ Theinformationtendstoaffecttheemotionsandbehavior ofthe
investors. Most of them make decisions based on trending stocks or viral investment tips.
Inaddition,theotherreasonthatcontributedtoincreasedinvolvement ofretailinvestorsin
thestock marketsinvolvedefthetsthe 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
retailinvestors haveverylittleornc 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 This
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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.
Tl ltsobtained  from thi v willgiveimportant  in5iohit about
finance onthedecisl ki 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
changlng behav10r of the investors in India's developmg financialmarket.

w1llprove hesi 7 behavioral finance today'show

1bi affect 1 kmarl behaviorand

participationoftheinvestors.

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, partlcularly younger investors,to get

involved inthe activities of ihe stock tot While ' 1 ket provides (12
meansof earningmoney andbecoming financially better off, i lecisi madeonly
logic 1210 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  donota! kerationaldecisi and a2
affected 1 hological  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 investinginthestockmarket feel thattheyy 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 investors
decidetobuyorsellstocks dependingwirat 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 feelthepainoflosses much moreacutelythanthe
joypréfits.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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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,
andtrendsinstocksandfinancialmarketsonY ouTube, 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, tostudyintfleence  that hehavioralh haveinvesting decisions.
Inthe currentinvestigation,anattemptwillbemade yexplorctherelation:hip! en  behavioral
indinvestmentdecisionsonthe Indian stock market T individuali I otherwords,
seeks to tind out how psych ological biaseslikeo fidencebi herding bias, loss
anchoringbias, availabilitybias,emotionalbehaviorimpactinvestordecision-
makingprocesses.
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 fromthe analysismay beinteresting for financial analysts, researchers, and
fi 1 1nstitutions.

1.3 ResearchObjectives
1.MainResearchObjective

Themainobjectiveof  thisresearchproject isto analyze the influence ofbehavioralbiaseson  stock
market i t ieci sionsofindividualinve s!

2. ToStudyInvestor'sAwarenessaboutBehavioralBiases

Thisstudyintendstoexplorethe degreeofawarenessamongstinvestorsaboutbehavioralfinance
andpsychologyprinciplesthatcan influencetheirinvestmentdecisionsinthestockmarket.

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

Anotherobjective  ofthisstudyistounderstandthefactorsthataffectthe decision-makingprocess
ofinvestors  includingemotions,marketconditions,socialinfluence,personalbeliefs,risk tolerance, and
other aspects.

4. ToStudyOverconfidenceBehavior
10
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This objectiveofthi ' study ! lytl overconfidencebehavior oifnvestorsincluding
over-trading, risk tolerance, and self-confidence.

5. ToStudyHerdBehaviorofInvestors

This study intends to investigate whether ! 'decisi ki behavior 'sbeing
byihe activities o friends, relatives, media, and market trends in terms of investment.

6. ToStudyLossAversion Behavior

Thisstudywillalso influence behavior orithe process

7. ForAnalysisofInfluenceofAnchoringBias

Theobjectiveistoassesswhetherthereisheavydependenceonpaststockpricesortheir performance or any past
market information for taking investment decisions.

8. ForAnalysisofInfluenceofAvailabilityBias

the studyi evaluate whether recent let news,socialmediaupdatesorany
easily available information impact the investors' decisions.

9. ForEmotionalBehaviorandPerceptionofRisk

The objectiveof the Iyi | heinfl f i hasf i panic
excitement investorsandtheirstockmarketactivities.

10. ForInfluenceofPsychologicalBiasasaWholeonInvestmentDecisions

T analyze heefciof  psychological 1 overall investorsandtheir
investment

1.7 Scope o7

scope o hisstud willinvolveunderstanding e influence

stock Lot investmentsmadebyindividualinvestors. Theresearchwillinvolveanalyzing the
~ L A and oo ..
perception of risks, and ial  decisionsofinvestorsinstockmarketnvestments.

GeographicScope

e

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 fretaili torsi financial markets

DemographicScope

]’tu rn |‘t |n Page210f63-Integrity Submission Submission|Dtrn:oid:::30110:140378079,
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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 of Methodology

scope o the «tudyic  descriptiveandanalytical.
PrimaryData
* Survey

* Investors'responses
SecondaryData

* Researchpapers

* Journals

» Websites

* Financialarticles

* Stockmarketreport

z'l-_l Nturnitin‘ Page220f63-Integrity Submission SubmissionIDtrn:0id::30110:140378079
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* Behavioralfinancebooks

technique responsesofinvestors.
Scopeof Analysis
Throughthisresearch,thefollowingthingscanbeanalyzed:

» Awarenessofinvestorsaboutbehavioralbiases

* Effect

* Effectofsocial market oninvestors

* Investors'riskperceptionsandemotionalbehavior

» Patternsininvestmentdecisionmaking

. make invest

LimitationsinScope
Limitations within

Therearesome  [iinitati il ! 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:
HO1: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  heinf it ial relationsmanrdkettrends ] ki
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@ Socialinfluencemayhaveimplications
choice

Therefore,ahypothesismaybedrawn

HO02: herdingbehaviour stockmarket
Q 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:

e HO03: 71 i ignifi lationshipt 1 ionbi i investorbehaviour.
H3: Thereis a loss aversionbiasand investorbehaviour.
RelationshipB Anchoring 71 L
areconsidered anchoring theymake
using past stock prices or past market information. Investors compare the present price of stocks to
past market information ¢ 1 ki i decision, despite changes il ] It
may | ff rational ! isi ki

hypothesisthatcanbeusedisasfollows:
HO04: Anchoringbiasdoesnotsignificantlyaffectstockmarketinvestment decisions. H4:

Anchoring bias significantly affects stock market investment decisions.

@ R behaviour
o involvesinvestorsmaking | lecisionst ' news,

information rathert carrying outthoroughfinancialanalysis.Investors get swayed byevents that are
o currently happening such inil ! ! ] information affects i

behaviour.

Hence,thehypothesisthatwouldbeusedis:

HOS: Availability bias does not significantly affect investment behaviour.
H5: Availabilitybiassignificantlypositivelyaffectsinvestmentbehaviour.

Relationship between emotional behaviour and risk perception

Emotionalbehaviourandriskperceptionrelationship

Zl'-_l Nturnitin" Page240f63-Integrity Submission SubmissionIDtrn:oid:::30110:140378079
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It is clear that emotional behavior like fear, greed, panic, and excitement significantly

0 impactsinvestorriskperceptionandconfidencewhenmakinginvestments These
emotionalbehaviors changes might influence the decision making, buying, selling
behaviors, and performance of the investors' investments.
Accordingly,thefollowinghypothesiscanbesuggested:

o emotionalbehavior investor sk perceptionand
investmentdecision-making.

@ He: emotional behavior o investor andinvestment
decision-making.
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CHAPTER?2
LITERATUREREVIEW

2.1Introduction
very essential inalltgfies 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
prev1ousscholarsomnvestors psychology,behaviouralfinance,overconfidence
anchoringavailabilitybias,emotion-based decisionmaking,andthe
role of marketinformation oninvestmentdecisions.

Thetraditional fi beingswho
perfectinvestment  decisions! ‘ adequate [ i andlogicalreasoning.Behavioral
fi heotherhandpositstl investors sometimesirrationalduetocertainpsychological
orsocial fl lecisi

emergencebehavioral fi 1 hasled greater  insights  fintofunctioning
financial ] aroundtheworld. Ithasbeennotedbyresearchersthatpsychology-relatedlssues

suchasfear,greed,confidence,emotions,andsocialpressureinfluenceinvestments
According to 77 &T (1979), investors tend to behave irrationally owing to
cogmtlveblasesandthelremotlonalresponses peopleusually’
thangaining. Thissignificantlyinfluences

shown 1! hvari studiesoverconfidenceisoneofthemajor

ffectingthedecisi ki fi 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 tendtolo§ing morethandkenre 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 dynamlcs medla discussions, and recommendations
from others can all fi AsBanerjee

(1992)suggests, i £ uncertainty, investors usually ¢

1.

followthemajority.

s 11

Anchoringbiasininvestmentbehaviorwasalsoconsideredanareaforresearch
fi 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, hishiss may Itintl failure o

make decisionsbasedoncurrentmarketconditions.
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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 ! lecisi as well. Fear, greed,
exc1tement 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 i good 7 ial abilities usually
sound decisions regarding their investments.

Thoughvarious studies havebeenundertakenw1thregardtobehav10uralﬁnanceandpsychology, very
few studies have been carried out in the Indian settlng concerning

factors o1 individual ! td Mostofil research has concentrated on financial
markets of developed economies. Thehehavional  aspects oTndion need beexammed
in further detail. Thus, the present research tries 10! tigatethei ‘of  various Dl

f: stock market investments i1 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 ialttheories  believed
that bel llyand 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
participation ofinvestorsinthestockmarket.

TheCOVID-19pandemic  had asignificanti tontl behavior of i { 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.
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Overall, the development reflects growingimportance
understanding and market behaviour.
Transitionfrom to_

For instance, theories like 1 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.

behavioralfinanceassumes 11 may
e Be overlyresponsivetomarketevents
e Followherdbehavior
e Avoidrealizinglosses
e Relatetoemotionsintheirjudgment

e Sufferfrom impulsebehavior.

2.3 InvestorBehaviourandStockMarketInvestment

ConceptofInvestorBehaviour

study
inthecapitalmarkets. Therearevariouspsychological ,emotional,social,andfinancial
elements that affect the 11 i 1 sellingof: iti by investors.

Investor 1

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.

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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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 hebehavi i intl ' ' i 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
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internet.

2.6 PerceivedRisksandInvestmentChallenges

Conceptof
ivedris} is

1nvestmentprocesswhen iri choices When
investinginstocks, I frisl includingfinancialloss isl. wvolatility
uncertainty risk,decision-makingrisk, | emotional 1
Investorsusuallyjoinstockmarketinvestmentfor thesakeof makingprofits;however, duetoprice
changes, many become scared and uncertain about making heiri decisions !

Due tolowknowledgelevel emxd)tlonalresponses irrationalchoicesaremadeby investors.
There are various theories about i When rnaklng demswns

Behavioural finance theory reveals (1111 whenmaking

Investors' actionscan beaffected byfear,greed,overconfidence,regret,andemotional
attachment.

FinancialChallengesAssociatedwith

many behavioralbi which pose a significant hlndrance to making effective
lecisionsintl I ] individuals ri ] responses i

thinking herthanlogical  analysiswheninvesting.Duetolossaversion, i
their 1o:i ksforl iod but theellir inni ks 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
emotlonalresponsesleadlnvestorsastraydurlngbearandbullmarkets respectlvely Research shows that
limited financial knowledge exacerbates oo investors'

decisions.

2.7 Technology andFinanciallnnovation

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. Al 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
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FutureBehavioralFinanceand StockMakkeestment

Futurestockmarketinvestmentsareforecastedtobecharacterizedbyincreasinglevelsof
technologyutilizationandapplicationofbehavioralfinance.Aspeoplebecomeincreasinglyaware
ofthebiasesthatcharacterizeinvestorbehavior

i 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.
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3.1 ResearchDesign

is definedasa methodicalapproachthatisusedtoconductresearchinan organizedand
logical manner. In research designs, there are specific stepswhich are

andgathering,analyzing,andinterpreting data.
proper design, conducttheresearcheffectively.
A descripti hdesi isused inthe current " because
understand made
- the ' psychologicalaspects, emotions, and
involved investment. Through descriptive research design,
views, opini Ibehavi " investorsareanalyzed.

Quantitativeresearchdesignisusedinthisresearch becauseit makesit possiblefor theresearcher to
quantitativelymeasuretheresponsesofinvestors. Astructuredquestionnaireusing

developed i ordertomeasure (lic responses of 1nvestorstowardsdrfferentbehav1oralbrases
The behavioralbi include id bias,herdi anchoring |
emotionalinvesting,andriskperceptioninstockmarketinvestment.

3.2R hA I
Quantitative approach

thecurrent theresearcherswillusequantitativeresearchmethodologytostudytheeffects
Quantitative research involvesc ' ection
and analysis numericaldataaimedatestablishingpatternsandtrendsinrelationship with
regard to different variables involved.
Quantitative ' hodis  most iatefor the current sty sinceitwillhelpin
1dent1fy1ng the extent of influence that inbehavioralbi have onthedecisi ki
Suchbiasesinclude ' bias, behavior,lossaversion,

bias,andemotionalinvesting.

Theresearcherswill makeuseofstructuredquestionnairesincollectingquantitativedata. These
questlonnarres will include closed-ended questions based on the | 1] lewith  values
5,representing the respondentsl'evel agifeementanddisagreement 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
like descriptive lysi lysi lat i t-test, and ANOVA in
analyzingtheresults.
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another important phaselnresearchworks1ncethedatacollectedcandetermlne how
accurate the research outcomes W111 be I have used a
combination of accomplishment of their T objectives.

via aquestionnaire, which lusingGooglefi This
quest1onnalrecomprlseddemograph1cquestlonsandquestlonsomnvestorbehaVlour
overconfidence b anchoring hias. emotionalinvesting,
stockmarket lecisi

answeringthesequestions, wasused:

s -

This questionnaire survey wascirculatedamongstudents,salariedpeople,professionals,self-
ernployed people andretall investors who are knowledgeableabout the activities relatingto

' 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 secondarydatahasalsobeenusedfortheoretlcalanalys1sandhteraturerev1ew The following

have been used:

- Academic

B 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.

DataCollectionApproach

adoptedmgathermg [111 issystematicandwell-structured.Much
makesurethat it remainsclear, simple, andunderstandabletothe
respondent. It has been edited to correct errors before its distribution.
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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 1 lesizeof100 respondents. 1T chosen I size i quite large
enough for 1 1 and analysis  influenceofbehavioralbiasesonstock
market investments.

This lesizeisad conduct statistical analysic andobservepatternsofinvestor
behavior.

[ 2t TR . 1 . 1 ~

research

. Stockmarketinvestmententhusiasts
. Salariedworkers

. Y oungprofessionals

. 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.

24

E'I-_I Nturnitin‘ Page340f63-Integrity Submission SubmissionIDtrn:oid:::30110:140378079




Z"-.I *turnitin‘ Page350f63-Integrity Submission Submission|Dtrn:oid:::30110:140378079

o 35
measuresusedtoestablishrelationsandtesthypotheses inany
Variables | are grouped into two;
¥ arebelievedtoaffectthebehaviourofinvestorsaswellas
o theirdecisionsininvesting il ' I ' variablesin (¢ present
0 ¢ fi behavioural hincwhich involvestheoverestimation
knowledge =1 ability v forecast i\ movements il 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 ¢} fe i like © T excitement, 1 panic

investment Jocio ki Emotional biases Teadtoirrational  decisionswhen ki
plans.

RiskPerception

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

Dependentvariable

The dependentvariablesarethedependentoutcomesthatareaffectedbyindependentvariables.

@ InvestmentDecisionMaking
25
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entails throughwhichinvestorschoose,purchase,hold or
sell stocks and securities in the

Investment behavior defined as generalinvestmentstyle,transactionfrequency,risk
preference and financial Jecic ki style o7 intl 1 ]

InvestorSatisfaction

Investor satisfaction is defined as investors
investments, gains and ;- stock market in general.

Dependentvariablerelationship

Thisresearchaimsatinvestigatingtherelationshipbetweenindependentvariablessuch as

fid ‘ herdingbias, | ionbi horingbi emotional 1 | risk
perceptionto i iabl hasi lecisi making,investmentbehavior
investorsatisfaction.

givesatheoreticalperspectiveoftheinteraction

investments. Tnihic present <iudy, investmentdecision-making,investment
behavior, and investor satisfaction have been viewed as dependent variables, whereas fid
herding, ! ionbi anchoring bins, emotional b ! risk perception ! been seen
as independent variables. These psychological and emotional variables are known to affect the
behavior and deciai ki fi intl ] ] considerably. The conceptual
framework 75 beencreatedbasedonpriorresearchcarriedout inthefieldofbehavioralfi
psychologyof ihic! ‘ 1 stockmarketbehavior.
3.7 HypothesisoftheStud
researchwillbe icsicd against (hefllowi hypotheses:
OverconfidenceBias ! InvestmentDecision-Making
* HOL: O fidencebiasd ] any oM i lecisi ki inthestock
market.

«HI: O ~ 1 v A C e effect o , PR B the

This hypothesis i derived from ;¢ premisethat investorswhohaveaninflatedsenseofself-
knowledge and capabilities tend to take risky decisions involving over-trading.

HerdingBehaviourandInvestmentBehaviour
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» H02:Herdingbehaviordoesnothaveanyeffect

* H2: investmentbehaviorin stock
This hypothesis presupposes ¢ role of markettrends,socialmedia,peerpressureandother
investors in the process.

Bias
» HO3: any in stock
market.
*H3: 7T i bias ! ignifi effect oninvestment

Thishypothesis isbasedonthepremisethatthefear offinanciallossesaffectsinvestors' behavior 1

EmotionalBiasandInvestorBehaviour

Hypothesis4

» H04:Emotionalbiasdoesnothaveany significanteffectonthe ~ behavior ofinvestorsinthestock
market.

* 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
I

3 R

4 oree

5 Sy o ¥ Ay o g

helps ngqualitative  responses intoquantitativedata, whichcan be
analyzedusingstatisticaltechniquessuchas mean, correlation, regression, and t-test.
27
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Descriptiveanalysis

characteristicsaredescribedandhighlightedusingdescriptivestatistics. Inorder tounderstand
demographicsofrespondentsand trendin general,theseinclude frequencydistributions, percentages, and
graphs.

MeanandAverage
Meanisappliedtodetermineaveragescoreofeachvariable.

. i 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).

EonnlﬂaFZ_(D—D')(E]—Y)

r valuerangesfrom-1to+1.Thisimpliesthat whenthereispositiver, thereisdirect relationship; while
negative r value indicates inverse relationship.

RegressionAnalysis
F i Iyeisis done to assess the influence ofindependentvariablesondependentvariable.

Formula(SimpleLinearRegression): O=0+00
Formula(MultipleRegression):  0=0+0101+0202+0303+4 ...

Where:

Y=Dependentvariable

b=Regressioncoefficients
. X =Independentvariables
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t-test

establishwhether (hicicis a di i I 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:
=01-12

Where:

o102

. 01, O02=Means tofogroups

. 02,02=Variances

1 2

. nl,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
the nullhypothesic  will prove isas difference between means.

Anova

Themethodof analysisofvariance(ANOVA)  canbe applied fortesting the differencesbetween
the means ofthr simultaneously. ANOVA. unlike t-test,allows

for comparing more than two

Hypothesis
e _liThereisnosignificantdifferenceamongthegroups
e Hu: Thereisasignificantdifference among thegroups
Teststatistic
ANOVAis basedon the F-statistic, which measuresthe ratioofvariancebetweengroupsto

hingroups
00000000000000000000

000/000000000000000

AhigherF-valueindicatesgreatervariationbetweengroupmeansrelative tovariationwithin
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o

. 0.0 j signifi difference
o Il i ifi 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.
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4.1 Introduction

athorough collected willbecarriedoutfortheresearch
study entitled Investment Decisions. chapter seeks 0
analyze 1o behavior
theinvestorsanddeterminethevariouspsychologicalfactorsresponsible for
affectmg stock market investments.

via © structured i I usingGoogleForms. Aol 100
receivedfromrespondentsfromdifferentdemographicscomprisingofstudents,
salaried, youngprofessionals, self-employedandretail investors. Thequestionnaire
cons1stedofquest10nsrelatlngtothemamvarlablesmthestudywhlchmclude herdlng, emotional
perception

ofrisk,investmentdecisions.

Initially,thedatawascompiledusingMicrosoftExcelsoftware.Inordertoensure
consistency,allresponseswerethoroughlycheckedandincompleteresponseswere
eliminated.Scoresofthevariablesweredeterminedusingtheaveragevalueobtainedfrom the
respective questions in the questionnaires.

Severalmethodsofstatistical Tysiswereused  in
wereused insummarizing demographic informationrespondents'opinions.
Graphicalrepresentationsusingtoolslikepiecharts,bargraphs,andtableswerealso employedfor
d1splay1ngthedata1na simplemanner. Thesegraphicalrepresentations ]

in facilitatingbetteridentificationpatternsrelationsamongvariables 1 under
consideration.
Theresultsofthestudy hedligl | psychology andbehavioro®  theinvestors.The
findingsassistingaining 1 i lingofhowi 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
consideringaspectslikeage,gender,occupation,levelofincome, ! ' i ! frequency
" involvement instockmarket activities.

numberre§pondents who took part in the research is 100. This demographic analy51s
helpstocomprehendhowvariousinvestorclassesareaffectedbybehaviouralbiases
takinginvestmentdecisionsinthestockmarket.
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4.2.1 AgeDistribution

Respondents were classified according to different age groups to understand the participation of
investorsbelongingtovariousagecategoriesinstockmarketinvestmentactivities. Theagegroups
included 20—

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.Investorsagedbetween3 1and40represent 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.
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4.2.2 Occupation

Respondents wereclassifiedaccordingtotheir occupation,includingstudents,salaried
employees, businesspersons, and professionals.

Student
‘

Total

Business
32%

B Bysiness

m Professional

m Salaried

Salaried B Student

17%

Professional
26%

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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4.2.3 GenderDistribution

Total

Figure4.5:GenderDistribution(Source:OwnCreation)

Interpretation:

higher participation by

('j l’turnitln Page450f63-Integrity Submission

Respondents were categorized on the basis of gender participation
investors instock market investment activities.

there i a relatively hiol
survey, whilefemalerespondentsforma minorityportioninthesample. Thissignifiesthat thereis

Nonetheless, 1i¢ inclusion of some [
trend of financial awareness and investments made by women recently.

Submission|Dtrn:oid:::30110:140378079

M FemaleM

male

number of male ! as respondentsinthe

investments and transactions
inthesurveyrevealsthegrowing
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4.2.3InvestmentExperience

o @ Respondentswerecategorized including
and '

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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Investment Preference

Respondents wereaskedabouttheirpreferredinvestmentoption, includingstocks, mutualfunds, bonds,
and cryptocurrency investments.

Total
I )
Bonds Crypto MutualFunds Stocks
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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' Analysis (7

(MeanAnalysis)

Datacollectionisfollowedbydataanalysis
contributestounderstandinginvestors’ perceptlonsandbehav1ourregard1ngbehav10ralb1

asesinstockmarketinvestmentdecisions. primarily used
obtain values key of which
fidencebi behaviour, loss aversion hias. anchoring hias, availabilitybias,

i emotlonalbehawour Themeanisdefinedastheaverageresponseofparticipantsusing
the 7 Lil ] where:

A higl 1 indicates stronger agreement and greater
thefactor

Tabled. 1Descriptive Analyai
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.
Tl fl i show hatthe behavioral bias 1 considerable ! stock

market investments among the respondents.

Among the main variables considered (1) ly,i | it availability bias has

highest average value (4.08). It means that mvestors use the market i ]

media, i liaandil latestinformation  inord i 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.
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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-d availability bias,
emotionalbehavior,andanchoringbiasarethethreemajorbehavioral hataffecttl

investment dccisi kingofi while herding behavior affects investors relatively less.
Therefore,thestudyfindingsreveal hati behaviorintl kmarketi largely

governed by psychological aspects, emotions, and market information.
Thesefindingsserveasabasisforfurtherstatisticaltestssuchas

MeanComparisonofBehavioralBiasVariables

1
3.00 3.20 3.40 3.60 3.80 4.00 4.20
B EmotionalBehaviourA®ilability u
] B HerdingBehaviour M Qverconfidence Bias

Figure4.7:MeanComparisonof Variables(Source:OwnCreation)
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4.1.2 CorrelationAnalysis
CorrelationcoefficientbyPearson employed toassess
association anddecision-makingbehaviorininvestments.
Correlationcoefficientsbetweenoverconfidence,herdingbehavior,lossaversion
ingbi ilabi i emotionalbehavior,and i i were
evaluated.
value i where:
.
. 0 indi weak
. e closeto-1 i strongnegative
Thefollowingtablepresents ] lati values | the
40
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Table 4.2 CorrelationAnalysis

Relationship I Value Interpretation
(r)

OverconfidenceBiasvs 0.61
Anchoring Bias

OverconfidenceBiasvs 0.58 Moderate
Availability Bias

HerdingBehaviourvs 0.63
Availability Bias

HerdingBehaviourvs 0.59
Emotional Behaviour

LossAversionBiasvs 0.68 Strong
EmotionalBehaviour

AnchoringBiasvs Availability KNP

Availability Bias vs 0.74
EmotionalBehaviour

OverconfidenceBiasvs 0.54
Herding Behaviour

AnchoringBiasvsEmotional 0.66
Behaviour

LossAversionBiasvs 0.57
Anchoring Bias

Interpretation

Allbehavioralbiasvariablesseemtohaveapositivecorrelationwitheachotherandare
highlyeffectivewhenmakingdecisions inthestockmarkets forinvestments o the
respondents.

From thebehavioralbiasesmentionedabove,availabilitybias ~ andemotionalbehavior ~ show
thehighestpositivecorrelation(0.74)becausethosewhobase theirdecisionmakingon
information from ootockinaiel throughmediaandeasilyavailableinformationare also
highly emotional in their decision making.

Similarly, Anchoring biashasa  high positivecorelationwith AvailabilicyBias (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.
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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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Herding
Behaviour

LossAversion

AnchoringBias

Auvailability
Bias
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Figure4.8:Correlation HeatmapofVariables(Source:Own Creation)

Loss
Aversion Anchoring Availability Emotional
Bias Bias Bias Behaviour

b 0.59

L 0.66
1.00

1.00
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4.1.3 RegressionAnalysis

independent
herding behavior, ! ionbi

Submission|Dtrn:oid:::30110:140378079,

andemotionalbehavioron

investmentdecisions wereanalyzedthroughtheapplicationof multipleregressionanalyses. The

technique used toestablish
regression for
Where:
° =[nvestment
L]
JR— L

e X,=HerdingBehaviour
e Xs=LossAversion
e Xs=Anchoring
e Xs=Availability 7!
*. =EmotionalBehaviour

4.13.1 Modelsummary

4.1.3.2 Table4.3:RegressionModelSummary

Statistic Value

691
0392
100
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Interpretation
The Multiple lueof 842 representssiagnificant and I the
independentvariablesassociatedwithbehaviouralbiasandinvestors'stockmarket
investmentdecisionbehaviour. Thismeansthat reflects
i | )% ofvariati theinvestmentdecisionbehaviourisaccountedfor
fi herding Dehaviour! ionbi horingbi availability bias,
I emotionalbehaviour,whereastherest29.1%mightbeaffectedbyvarious herf:
c the scope i 1
lj IR value of). 69limplies hatthe reliabilityandpredictability

regressionequationarchighconsideringthenumberofvariablesintheequationusedto explain
investment decision behaviour.

TheStandardErrorvalueof0.392isfairlylowwhichmeansthatpredictedvalues values
latedtotheot i regression model.

Theresearchresultsshowthatinvestorbehaviourishighlydependentonsuchaspectsas that affect
e Ttwas AR
foundoutthatamongindependentvariablesconsidered,availabilitybias,emotional behaviour, and
anchoring bias affect the investor behaviour most prominently while the influence of herding
behaviour appears comparatively lower.

413.. — —
[ 4:Regression
ﬁ
Intercept -0.215 0.387
Overconfidence  0.342 0.004 Sig
Bias
Herding 0.218 0.031
Behaviour
LossAversion 0.397 0.001 HighlySig
Bias
Anchoring (. 441 (. 000 HighlySignificant
) y 486 (. 000
Emotional (. 463 (. 000 HighlySignificant
Behaviour

InterpretationofVariables
Overconfidence Bias

e The coefficientforoverconfidencebiasstandsat0.342whilethe tuels  at 0.004, whichi
1 1 raWaY-
e This showsthatoverconfidencebiashasasignificant effect oninvestment decision-making
behavior amonginvestors.
® Thestendencymamong investorstoc tetheirabiliti to predict andknowledge  about
the markets makes them independent investors.
45
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e HerdingBehaviour

o The herdingbehaviorhasacoefficientof0.218 ' lueof 031.
o Sincetl lueislessthan0.05 herdingbehavior ignimportantdeterminantof
investors’ decision-making.

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

e LossAversionBias
e Thelossaversionbias  has 7 value of 0.397forthecoefficient andap-value of 0.001.
e It demonstratesthat fearofsufferinglossesgreatlyinfluencestheactionsofinvestors.

e Inaddition,investorsprefernottoselltheirlosingstocksbecausetheyareafraidof their money
losses.

e AnchoringBias

e Anchoringbiasisrepresentedbycoefficient valueof0. 441with thep-value being
0.000.

e This provesthefact  thatanchoring bias playsavery  significant rolein investment
decisions.

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

e AvailabilityBias

o Theavailabilitybiascoefficientstandsat0.486withap-valueof0.000.

e The implication is that availability bias represents ~ themostinfluential ~ behaviour oninvestment
decisionsof all behaviours examined i this study.

e Whilemakinginvestments  in thestockmarket,investors  dependhighlyon current news
coverage,mediaconversations,trendsonsocialmedia,andinformation.

e EmotionalBehaviour
e Emotionalbehaviorhasavalueofcoefficientof0.463withp-value 0.000.

e [timplies that emotionslikefear,greed,panic,andeuphoriastrongly impactthe
decisionmal:ingo 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:

o Y=InvestmentDecision-Making

o X:=OverconfidenceBias

o X:=HerdingBehaviour

e Xs=Loss AversionBias

o  Xi=Anchoring Bias

o Xs=Availability g4

o Xs=EmotionalBehaviour
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InterpretationofRegressionEquation

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

o A onen't rise inoverconfidenceraises westmentdecision influence by
0.342 units  assumingallothervariablesareheldconstant.

o Herding behavior leads toanincreasco™ 218 ymitsininvestment  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..

4.1.3.50verallInterpretation

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.
47
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4.1.4 t-testAnalysis

Theindependent-samplest-
behavioral among (7

meanvaluesoftwogroupsdiffersignificantlyfromeachother. The

significance level used here is 0.05.

4.14.1 Hypothesesoft-test

1.
HO:1(NullHypothesis):

LA L0 s S Y

here isnosic
bias.

Hl( AW4_ . _u*  WW____ _UW___®_ N\

™ . . (g L1000 1

2. Experienced and Beginner
Investors(LossAversionBias)
(Purchasing
Convéniérice)H02( 1)

] .~ 10~

bias.

Ha( AT i ww e

] . . .~ TV

aversion bias.

3. FrequentandQOccasionallnvestors
(Herding Behavior)
HOs( NullTypothesis)

™ . . (e d L 100 1

herdingbehavior.

Ha( AT ey

o] . . ey T

behavior.
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experienced and beginner i

experienced a1 beginner !

frequent and occasional i

frequent 21 occasional |
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groupsofinvestors. Thetesthelpsindeterminingwhetherthe

overconfidence

overconfidencebias.
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Table4.5:t-TestResults

Comparison P- Result
value

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.

Interpretation
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4.14.2 Male&FemaleInvestors( ’ fid Bi

p-value 7 biasi 2.81452E-08, whichic smaller i
Interpretation
Astatistical usingan foroverconfidence
betweenmenandwomenasinvestors. This obtained & lower =

2.81452E-08),whichmakestheresult
stated exists o stronginfluenceofgenderon
overconfidencebehaviourininvestors.

4.14.3 ExperiencedandBeginnerInvestors (LossAversionBias)

for 7.92631E-11, less
Interpretation
Totest hedifh inlossaversionbehaviorbetweenexpertinvestorsandnovice investors,
A ' iff 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.

4144 FrequentandOccasmnalInvestors(HerdlngBehavmur)
Thep-valueforherdingbehaviouris4.17382E-06, hicl ifi levelof

Interpretation

sample conducted herdingbehaviour 1 frequent
investorsoccasionalinvestors. ' Itssl ' isticallysignifi liff '
1 itl f 4.17382E-06, which is below 0.05. Frequent investors were found
to be more influenced by market trends, somal medla d1scuss1ons and 1nvestment recommendatlons
compared to occasional investors. fi

investmentfrequencysignificantlyaffectsherdingbehaviouramonginvestors.

4.14.5 Overalllnterpretation
Asperindependentsamplet- testresults thereex1ststatlstlcaldlfferencesbetweenthe investor groups

for fi herding behavior since
less han0.05 It suggeststhat ¢ demographic ! istics  aswell as past
investmentexperienceplayacrucialroleininfluencingbehaviorialbiases. Thereisstrong evidence
that emotions, confidence,  pressure. i impact ! i thebe’
50
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4.2Key &Recommendations
of the research are:

Availability bias was found to | ignifi impact o1 ' ' investmentsof
Investorsmainlyrelyupontherecentnews,markettrendsandtheeasily
avallable1nf0rmat1onformaklngthe1r1nvestmentdem510ns

2. Emotionalbehavior il had @asignificanti heirdecisi making
process, 51 1 excitement, andpani greatly lecisi f
the !

3. Anchoring bias proved to be \ mfluencing hedecisi ki process,
as i | kei lecisionst | uponrecent historystock prices.

4. T ionbi had asionifi impact onhe  behaviorthe i 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 | hedecisi ki process oihel but not 5
strongasother biasesas someinvestorsrelieduponmarkettrendsandstocksbeingtradedby

majority of the investors.
7. Correlatlonanaly51srevealedastrongp0s1tlvecorrelatlonbetweenbehav1ors11keernot10nal behavior,

anchoring bias, availability bias, and i decisions.
8. Ttwasfound  that ihe psychological aspect of ! ‘ tinthestockmarket isdominated |y
emotional % chavior followed by availability and anchoring bias.

9. Thelargestnumberoﬁnvestorsbelongstotheyoungergeneratlon(18 -25years),which shows active
involvement of youth

10. Ttean! ludedthat investor psychology and emotions play ‘ process
investment decision-making inihestoc! ]

11. Itwasfoundthattechnologicaldevelopment,socialnetworkingsites,andfastinformation exchange
greatly impact investor perception and behavior.

12. Generally speaking, it can be concluded that  thebchavioralaspect  greatlyaffects investment
decision-makine  processes and risk behaviors.
Recommendations
e Investorsshouldimprovefinancial hteracy andawareness  regardingbehavioralbiases  tomale

VI B LAY o SRS ST

e Tnvestment decisionsshouldbebasedonproper financialanalysisandlong-termplanning
rather than emotions, market rumours, or social media trends.

o Investorsshouldavoidexcessiveoverconfidenceandconduct detailedresearchbefore
investing in stocks.

e Diversificationstrategiesshouldbeadoptedtoreduceriskassociatedwithemotionaland
biased investment decisions.

51

SubmissionlDtrn:oid:::30110:140378079




©C006C ©

©

Z'T.I &urnitin‘ Page620f63-Integrity Submission Submission|Dtrn:oid:::30110:140378079

4.3

Financialadvisorsandinvestmentplatformsshouldprovideeducationalprogramsrelatedto

behavioral finance and risk management.

Investorsshouldmaintainemotionaldisciplineduringmarket volatilityandavoidpanicselling or

greedy investment behaviour.

Regulatoryauthoritiesandstockexchangesshouldcontinuepromotinginvestorawareness

programs to encourage responsible and rational investing practices.

Technology driven tools such as Al-based portfolio analysis Irot ivi i may
reduce emotional biases 1 improve investment decisions.

wasconductedusmg limited

i stockmarketinvestors.
belonged to 1 group (12 25 .

© the fndi older and highly experienced investors.

Thestudymainlyfocusedonselected ioralbi 1 fid

behaviour, lossaversion bias, horingbi availabilitybias,andemotionalbehaviour,while

other psychological and economic factors were not cons1dered

Theresearch c7icd If: 1 responses ]

involvepersonalbias,inaccurateresponses,orsubjectiveopinionsfrom participants.

Thestudywaslimitedbytimeandresourceconstraintsduringdata collectionandstatistical

analysis.

Investorbehav10urandstockmarketcondltlonscontlnuouslychangeduetoeconomlc

political, and technological developments, which may 7o ftl

findings.

Thestudy mainlyfocusedonretailinvestorsanddidnotextensivelyexamineinstitutional

investors or professional financial analysts.
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CONCLUSION

5.1Conclusion
Introduction
o currentresearch isentitledas* StockMarket
i ”Thisstudyaimsatexamininghowpsychologicaland

@ emotional biases affect investors i making in
stock market. With advent of advanced online trading systems, digital financial service
providers, media stock market accessibility,

g involvement of investors in ' ketshast quite significant | years.
Nevertheless, 1 various emotional, perceptlonal and If: that 1
considerable ! investment ccis

major independent variables taken i iderationint} current include

fid bias,herdingbehavior,] i bias, horingbi availabilitybias,and
emotionalbehavior.Dataforthe currentresearchwas 11 it htl fi i
quest10nna1re ﬁlledupby respondentscomprlsmgyoungand active investors.Various analysis,

o correlation Tysls, regression lysi T t-test

employedusingMicrosoftExcel.

B From 1 1y findings, i1is clear i behavioralbiases 1 significant 10l¢in  stockmarket
126 investments.Majority ici intl f 18-25 suggestingthat
—a young investors havebeend i theirmoney il ] ] using he online trading
43 platform.Moreover,thestudyhasshownthatavailabilitybias Isopl vital

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

Intermsofinfluenceoninvestors’behavior, emotionalbehavior hasproventobethemost

10 effective variable influencing investment decisions ! hy availability !

81 bias. According foihe regression analysis It ti 1 greed, T excitement,
10 panic 1y affect investor behavior during stock market volatility. 1

19 invest actemotionally =1 impulsivelyduringperiodsof lityintl 1

123 et Anchoringbias also ! ialroleini “sdecisi ki as

investorsdependon thehistoryofstockpricesandmarkets.
Tl ignifi behav10uralb1asstockmarketmvestments
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, | ludedtl thebehaviouralbias ! veryimportant rolcin  shaping
behavior of investorsand i1 ingtheir rational decisionsinthestocl ket environment.
Althoughtechnology ! easymarketaccesshavemadeiteasierforpeopletoinvest,thereis
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