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Abstract. Investment behaviour has traditionally been explained 

through rational financial theories, yet real-world decisions are 

often influenced by psychological and emotional factors. 

Behavioural finance has therefore emerged as an important 

framework for understanding how investors deviate from rationality 

under the influence of biases, emotions, and social pressures. This 

study aims to examine the impact of psychological factors on 

investment behaviour and to analyse how cognitive and emotional 

biases, together with demographic characteristics, shape investors’ 

financial decision-making. The study adopts a quantitative approach 

based on both descriptive and analytical research designs. Primary 

data were collected from 200 individual investors through a 

structured questionnaire using a five-point Likert scale. The 

instrument included demographic variables and items related to 

cognitive biases, emotional biases, and investment behaviour. The 

data were analysed using descriptive statistical tools, particularly 

mean and standard deviation, while secondary data from books, 

journals, and academic databases were used to support the 

theoretical framework. The findings confirm that psychological 

factors significantly influence investment behaviour. Biases such as 

overconfidence, herd behaviour, loss aversion, anchoring, fear, and 

greed were found to affect decision-making and cause deviations 

from rational analysis. The results also indicate that emotional 

biases strongly shape buying and selling behaviour, while 

demographic factors such as age, income, education, and experience 

moderate the impact of psychological influences. The study 

concludes that investment behaviour is not purely rational but is 

significantly shaped by psychological and demographic 

determinants. Understanding these influences is essential for 

improving investor decision-making. Future studies may use larger 

regional samples, advanced statistical techniques, and comparative 

analysis across investor categories to examine behavioural finance 

dynamics more comprehensively. 
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Introduction. Investment behaviour is central to understanding how 

financial decisions are made by individuals and groups. Traditional financial 

theories have long assumed that investors are rational actors who make 

decisions solely based on objective assessments of risk and return. However, 

real-world evidence contradicts this assumption, revealing that investors 

frequently deviate from rationality, influenced by psychological biases, 

emotions, beliefs, and cognitive limitations. This has led to the emergence 

of behavioural finance, an interdisciplinary field that integrates concepts 

from psychology with economic and financial theory to explain investment 

decision-making processes. The present study examines the impact of 

psychological factors on investment behaviour, providing empirical insights 

into how cognitive and emotional influences shape investment choices. The 

conventional paradigm in finance is rooted in the Efficient Market 

Hypothesis (EMH), Modern Portfolio Theory (MPT), and Expected Utility 

Theory.  

EMH posits that securities prices fully reflect all available information, 

rendering it impossible to consistently achieve abnormal returns through 

market timing or stock selection. MPT asserts that investors optimize 

portfolios through diversification to achieve the best risk-return trade-off. 

While these theories provide a foundational framework, they fall short in 

explaining anomalies such as excessive trading, market bubbles, crashes, and 

persistent mispricing. These anomalies suggest that investor behaviour 

cannot be exclusively explained by rational models. In response, behavioural 

finance explores how psychological factors such as heuristics, biases, 

emotions, attitudes, and social influences can lead to systematic deviations 

from rationality and affect financial outcomes. 

Psychological factors play a pivotal role in shaping investment 

decisions. They affect how individuals interpret information, evaluate risk, 

and respond to market movements. For instance, overconfidence bias leads 

investors to overestimate their knowledge and predictive capabilities, 

resulting in excessive trading and under-diversified portfolios. Loss aversion 

– the tendency to prefer avoiding losses over acquiring equivalent gains can 

lead to holding losing investments too long and selling winning ones 

prematurely. Other cognitive biases such as anchoring, confirmation bias, 

representativeness, and availability bias further distort decision processes 

and reinforce suboptimal investment behaviour. Beyond biases, emotions 

like fear and greed can drive abrupt market shifts, contributing to phenomena 

such as panic selling. 

This study also contributes to the ongoing debate regarding the relative 

importance of psychological versus rational determinants of investment 

behaviour. While rational factors such as expected returns, risk, and liquidity 

preferences remain fundamental, psychological influences often explain 

observed deviations in real-world behaviour that cannot be reconciled with 

pure rationality. By integrating psychological insights with financial 
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analysis, behavioural finance offers a more holistic framework for 

interpreting investor decisions and market phenomena. The findings of this 

study are expected to shed light on the interplay between rational and 

psychological determinants, offering practical implications for both 

investors and financial institutions. 

Literature Review. Behavioral finance literature consistently 

demonstrates that investment decisions are shaped not only by objective 

market information but also by psychological, emotional, and social 

influences. A substantial body of research has shown that investors 

frequently deviate from rational decision-making because of cognitive 

shortcuts, emotional reactions, and collective market pressures. In this 

context, recent studies have focused on how specific behavioral biases affect 

portfolio selection, risk tolerance, and investment performance. 

Several studies have emphasized the role of cognitive and emotional 

biases in shaping retail investors’ behavior, particularly in emerging markets. 

Jaya and Karthikeyan (2025) found that overconfidence, herd behavior, and 

loss aversion significantly influence portfolio selection among retail 

investors. Their study further showed that emotional reactions during 

volatile market conditions intensify irrational investment decisions, leading 

the authors to recommend behavioral interventions to improve rational 

investment practices. In a similar vein, Singh and Bansal (2024) reported that 

anchoring and overconfidence strongly affect stock selection, while 

emotional factors such as fear and greed moderate investors’ risk tolerance. 

They concluded that financial literacy programs are essential for reducing 

biased investment decisions. 

The emotional dimension of investment behavior has also received 

considerable scholarly attention. Kumar and Mishra (2023) demonstrated 

that investors with higher emotional intelligence and stronger emotional 

control tend to make more consistent and rational financial decisions. Their 

findings indicated that fear and panic selling have a negative effect on long-

term returns, highlighting the importance of emotional stability for wealth 

creation. Likewise, Bashir et al. (2013) found that investors are often 

influenced by fear, greed, market rumors, and emotional reactions, all of 

which reduce the efficiency of rational decision-making. Baker and Ricciardi 

(2014) also reinforced the central role of emotions in financial behavior, 

arguing that cognitive biases such as overconfidence and representativeness, 

together with emotional responses, significantly explain short-term trading 

behavior. 

Another major strand of literature has focused on herd behavior and 

market volatility. Chen et al. (2022) examined herd behavior in Asian 

markets during periods of high volatility and found that investors often 

follow prevailing market trends instead of relying on fundamental analysis. 

This tendency was especially strong among inexperienced investors, 

suggesting that psychological pressure contributes to collective irrationality. 
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Similar conclusions were drawn by Aren and Zengin (2016), who found that 

overconfidence and herd behavior significantly influence risk-taking 

behavior and that investors frequently make decisions based on emotion 

rather than rational evaluation. 

Demographic characteristics have also been identified as important 

variables that shape psychological biases in investment decisions. Ahmad 

and Shah (2021) found that age and income significantly affect risk tolerance 

and overconfidence, with younger investors showing a greater tendency 

toward speculative behavior. These findings suggest that demographic 

characteristics are important in understanding how behavioral patterns differ 

across investors. Kumar and Goyal (2015), in their systematic literature 

review, likewise emphasized that while overconfidence, herd behavior, and 

anchoring are major determinants of investment decisions, further empirical 

research is needed to examine the role of demographic influences, especially 

in emerging markets such as India. 

Earlier foundational studies provide a strong theoretical basis for these 

more recent findings. Waweru et al. (2008) showed that herd behavior, 

anchoring, and overconfidence are present even among institutional 

investors, indicating that psychological biases are not limited to retail 

investors alone. Pompian (2006) provided an influential classification of 

behavioral biases into cognitive and emotional categories and explained how 

anchoring, confirmation bias, and overconfidence affect portfolio 

management decisions. This work also highlighted the practical importance 

of understanding investor psychology for financial advisors. Kahneman 

(2003), through the concept of bounded rationality, explained how 

individuals make decisions under uncertainty using heuristics that often lead 

to systematic errors in judgment and choice. This perspective significantly 

strengthened the theoretical foundation of behavioral finance. Similarly, De 

Bondt (2002) demonstrated that investors tend to overreact or underreact to 

market information because of psychological biases, which often leads to 

stock mispricing and market inefficiencies. Barber and Odean (2001) added 

an important demographic and behavioral dimension by showing that 

overconfidence leads to excessive trading and that male investors trade more 

frequently than female investors, resulting in lower net returns. 

Taken together, the literature makes it clear that investment behavior is 

influenced by a wide range of psychological factors, including cognitive 

biases, emotional instability, herd tendencies, and demographic differences. 

These studies collectively establish that investor decisions are often far from 

purely rational and that behavioral finance offers a powerful framework for 

understanding market behavior. 

From the review of literature, it is evident that numerous studies have 

examined the psychological factors influencing investment behavior. 

However, limited empirical research has focused on the combined effect of 

cognitive, emotional, and social biases among individual investors at the 



Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

129 

regional level. In addition, there is a lack of studies that integrate 

demographic variables with psychological factors in a single analytical 

framework. Therefore, the present study seeks to address this gap by 

empirically analyzing the impact of psychological factors on investment 

behavior. 

Aims. The present study is intended to examine the role of demographic 

and psychological determinants in shaping investment behaviour. More 

specifically, it seeks to identify the key demographic variables and 

psychological factors that influence investors’ decisions, to analyse the 

impact of cognitive and emotional biases on investment behaviour, and to 

assess the level of investment knowledge among stock market participants. 

In this way, the study aims to provide a clearer understanding of how both 

personal characteristics and behavioural factors affect financial decision-

making. 

To achieve these objectives, the study is guided by a set of hypotheses. 

First, it tests whether psychological factors significantly influence 

investment behaviour. In this regard, the null hypothesis states that 

psychological factors do not significantly influence investment behaviour, 

whereas the alternative hypothesis proposes that psychological factors do 

significantly influence investment behaviour. Second, the study examines 

whether cognitive biases, such as overconfidence, anchoring, and 

representativeness, significantly affect investors’ behaviour. Here, the null 

hypothesis assumes that cognitive biases do not significantly impact 

investors’ behaviour, while the alternative hypothesis states that they do. 

Third, the study investigates the role of demographic variables, including 

age, gender, income, education, and experience, in influencing investment 

behaviour. Accordingly, the null hypothesis suggests that demographic 

variables do not significantly influence investment behaviour, whereas the 

alternative hypothesis argues that they do. 

Methodology. The study is based on a sample of 200 individual 

investors. It adopts both descriptive and analytical research designs. The 

descriptive design is used to explain the psychological factors that influence 

investment behaviour, while the analytical design is applied to examine the 

relationship between behavioural biases and investment decisions. The 

research follows a quantitative approach in which numerical data are 

collected through a structured questionnaire. This design makes it possible 

to systematically measure cognitive biases, emotional biases, and 

demographic influences on investment behaviour. 

The collected data are analysed using descriptive statistical tools, 

particularly mean and standard deviation, in order to describe the 

characteristics of the respondents and the main study variables. 

The study relies on both primary and secondary data. Primary data are 

collected through a structured questionnaire administered to individual 

investors. The questionnaire includes items related to the demographic 
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profile of respondents, such as age, gender, income, education, and 

investment experience. It also contains questions measuring cognitive 

biases, including overconfidence, anchoring, and representativeness, as well 

as questions related to emotional biases such as fear, greed, and regret 

aversion. In addition, it includes questions specifically designed to assess 

investment behaviour. Responses are measured using a five-point Likert 

scale ranging from strongly agree to strongly disagree. 

Primary data are collected directly from individual investors through 

both online and offline modes. Online responses are obtained through 

Google Forms, while offline data are collected using printed questionnaires. 

This combined approach is intended to ensure broader participation from 

retail investors actively engaged in financial markets. 

Secondary data are collected from a range of reliable academic and 

financial sources in order to strengthen the theoretical foundation of the 

study. These sources include published research articles in peer-reviewed 

journals, books on behavioural finance and investment behaviour, 

conference papers, working papers, and online academic databases such as 

Scopus-indexed journals and Google Scholar. Secondary data are 

particularly useful for understanding previous findings, identifying research 

gaps, and developing the conceptual framework of the study. 

Results. This section presents the results of the empirical study on the 

impact of psychological factors on the investment behaviour of individual 

investors. The analysis is based on survey data collected from respondents 

with different income levels and focuses on identifying how psychological 

factors, reactions to market fluctuations, and investment objectives are 

related to patterns of financial decision-making. For ease of interpretation, 

the findings are presented in the form of tables and figures, which makes it 

possible to trace the main trends and differences across respondent groups. 

 

Table 1. Based on psychological factors influence my overall 

investment behaviour 
Annual Income 

Level 

Strongly 

Agree 
Agree Neutral Disagree 

Strongly 

Disagree 
Total 

0-3 Lakhs 6 83 11 2 1 103 

3-6 Lakhs 6 16 15 13 4 54 

6-10 Lakhs 5 13 21 6 3 48 

Above 10 

Lakhs 
3 3 3 2 0 11 

Total 20 115 50 23 8 216 

Source: compiled by the author based on primary survey data 

 

The above table 1 presents the relationship between annual income 

level and the opinion that psychological factors influence overall investment 

behaviour. The total number of respondents is 216. 

From the overall data, the majority of respondents Agree (115) that 

psychological factors influence their investment behaviour. This is followed 
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by Neutral (50) and Disagree (23) responses. A smaller number Strongly 

Agree (20), while very few Strongly Disagree (8). This indicates that 

psychological factors play a significant role in shaping investors’ decisions 

(Figure 1). 

 

 
Figure 1. Visual Representation of Psychological Factors Influencing 

Investment Behaviour 
Source: developed by the author based on the data presented in Table 1 

 

In the 0–3 Lakhs income group, most respondents Agree (83 out of 103) 

that psychological factors influence their behaviour, and 6 respondents 

Strongly Agree. Only 2 Disagree and 1 Strongly Disagree. This suggests that 

lower-income investors are more aware of emotional and psychological 

influences in their decision-making. 

In the 3–6 Lakhs income group, responses are more distributed. While 

16 Agree and 6 Strongly Agree, a considerable number are Neutral (15) and 

Disagree (13). Four respondents Strongly Disagree. This indicates mixed 

opinions regarding psychological influence among middle-income earners. 

For the 6–10 Lakhs income group, 13 Agree and 5 Strongly Agree, but 

a higher number remain Neutral (21). Some Disagree (6) and Strongly 

Disagree (3). This suggests that many investors in this group are uncertain 

about the extent of psychological impact. 

In the Above 10 Lakhs income group, responses are relatively balanced. 

Three respondents each Strongly Agree, Agree, and Neutral, while 2 

Disagree and none Strongly Disagree. Since the total respondents are only 

11, variations appear more noticeable. 

Overall, the table reveals that most investors across all income levels 

believe that psychological factors influence their overall investment 

behaviour, particularly in the lower-income group. As income increases, 

opinions become more varied, showing differences in perception and 

awareness of behavioural influences. 
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The table 2 shows the relationship between annual income level and 

how investors react to market fluctuations. The total number of respondents 

is 219. 

 

Table 2. Based on market fluctuations and investor cognitive behavior 
Annual Income 

Level 
Panic and sell 

Wait and 

watch 
Buy More Ignore changes Total 

0-3 Lakhs 8 82 8 5 103 

3-6 Lakhs 12 23 14 7 56 

6-10 Lakhs 8 24 13 4 49 

Above10 Lakhs 4 1 4 2 11 

Total 32 130 39 18 219 

Source: compiled by the author based on primary survey data 

 

From the overall data, the majority of respondents Wait and Watch 

(130) during market fluctuations. This is followed by Buy More (39), Panic 

and Sell (32), and Ignore Changes (18). This indicates that most investors 

prefer a cautious and patient approach rather than making immediate 

emotional decisions. 

 

 
Figure 2. Visual Representation of market fluctuations and investor 

cognitive behaviour 
Source: developed by the author based on the data presented in Table 2 

 

In the 0–3 Lakhs income group, a large majority Wait and Watch (82 

out of 103) during market changes. Only 8 respondents Panic and Sell, and 

8 Buy More, while 5 Ignore changes. This suggests that lower-income 

investors are generally cautious and prefer to observe market trends before 

taking action. 

In the 3–6 Lakhs income group, 23 respondents Wait and Watch, while 

14 Buy More and 12 Panic and Sell. Compared to the lower-income group, 

this category shows a slightly higher tendency to take action, either by 

buying more or selling during fluctuations. 
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For the 6–10 Lakhs income group, most respondents again Wait and 

Watch (24), followed by Buy More (13) and Panic and Sell (8). This 

indicates moderate risk tolerance and a balanced reaction toward market 

volatility. 

In the Above 10 Lakhs income group, responses are evenly distributed. 

While 4 respondents Panic and Sell and 4 Buy More, only 1 Waits and 

Watches, and 2 Ignore changes. Since the number of respondents is small 

(11), the variation appears more noticeable. 

Overall, the table 2 reveals that most investors across all income levels 

prefer to wait and observe during market fluctuations, showing cautious 

behaviour. However, as income increases, there is a relatively higher 

tendency to take active decisions such as buying more or even selling. This 

reflects differences in risk tolerance and investment strategy across income 

groups. 

 

Table 3. Based on investment objective 

Source: compiled by the author based on primary survey data 

 

The above table 3 shows the relationship between annual income level 

and the investment objective of respondents. The objectives considered are 

Capital Appreciation, Regular Income, Tax Saving, and Wealth 

Preservation. The total number of respondents is 216. 

 

 
Figure 3. Visual Representation of Investment Objective 

Source: developed by the author based on the data presented in Table 3 
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From the overall data, Capital Appreciation (81 respondents) is the most 

preferred investment objective, followed by Regular Income (68 

respondents), Tax Saving (47 respondents), and Wealth Preservation (20 

respondents). This indicates that most investors aim to increase the value of 

their investments over time. 

Among the 0–3 Lakhs income group, the majority (59 out of 101) prefer 

Capital Appreciation. This suggests that even lower-income earners focus on 

growth opportunities to increase their wealth. Regular Income (25) is the 

second preference, while Tax Saving (10) and Wealth Preservation (7) are 

less prioritized. 

In the 3–6 Lakhs income group, the preferences are more evenly 

distributed. Regular Income (22) slightly exceeds Capital Appreciation (11). 

Tax Saving (16) also shows significant importance, indicating that middle-

income earners are more conscious about reducing tax liability along with 

earning stable returns. 

For the 6–10 Lakhs income group, Regular Income (18) and Tax Saving 

(16) are the major objectives, while Capital Appreciation (10) has 

comparatively lower preference. This shows that as income increases, 

investors tend to focus more on stable income and tax planning. 

In the Above 10 Lakhs income group, although the total respondents 

are few (11), Tax Saving (5) appears to be the primary objective, followed 

by Regular Income (3). This indicates that higher-income earners may 

prioritize tax efficiency and financial planning. 

Overall, the table 3 reveals that income level significantly influences 

investment objectives. Lower-income groups focus more on capital growth, 

middle-income groups balance growth and income, and higher-income 

groups give more importance to tax saving and wealth preservation. 

To provide a more comprehensive summary of the results, it is 

important not only to present the distribution of responses by income level 

but also to supplement it with summary statistical indicators. For this 

purpose, Table 4 presents the distribution of respondents’ perceptions 

regarding the influence of psychological factors on investment behaviour by 

annual income level, together with the corresponding mean and standard 

deviation values. The data presented in Table 4 indicate that in all income 

groups, the responses “Agree” and “Strongly Agree” predominate, which 

confirms the importance of psychological factors in the process of 

investment decision-making. At the same time, the statistical indicators 

demonstrate a certain degree of variation across the groups, suggesting 

differences in the level of awareness and perception of behavioural 

influences depending on income. 
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Table 4. Annual Income-Wise Distribution of Respondents’ 

Perceptions of the Influence of Psychological Factors on Investment 

Behaviour 
Annual 

Income 

Level 

Strongly 

Agree 
Agree Neutral Disagree 

Strongly 

Disagree 
Total Mean 

Standard 

Deviation 

0-3 

Lakhs 
6 83 11 2 1 103 20.6 35.10413 

3-6 

Lakhs 
6 16 15 13 4 54 10.8 5.449771 

6-10 

Lakhs 
5 13 21 6 3 48 9.6 7.402702 

Above 

10 Lakhs 
3 3 3 2 0 11 2.2 1.30384 

Total 20 115 50 23 8 216 43.2 42.97325 

Source: compiled by the author based on primary survey data 

 

Thus, the table 4 not only confirms the overall significance of 

psychological factors but also highlights the heterogeneity of their 

manifestation among respondents with different financial positions. 

 
Figure 4. Visual Representation of the Influence of Psychological 

Factors on Investment Behaviour by Annual Income Level 
Source: developed by the author based on the data presented in Table 14 

 

Figure 4 visually illustrates the trends reflected in Table 4 and makes it 

possible to compare the intensity of responses across different income groups 

more clearly. The visualization confirms that the highest level of agreement 

regarding the influence of psychological factors is observed among 

respondents with lower income levels, whereas in higher-income categories 

the responses appear more balanced. This suggests that the perception of 

psychological influences on investment behaviour may vary depending on 

the investor’s economic position. 
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Overall, the results presented in Table 4 and Figure 4 are consistent with 

the general logic of the study and confirm that psychological factors have a 

substantial influence on investment behaviour. At the same time, annual 

income appears to be an important contextual variable that modifies the way 

behavioural biases are perceived and expressed. This supports the view that 

investment behaviour should be understood not only as the outcome of 

economic reasoning but also as the result of the interaction between 

psychological and socio-demographic determinants. 

The findings of the study confirm that psychological factors have a 

significant influence on investment behaviour. The results indicate that 

investors do not always make decisions on the basis of rational financial 

analysis alone but are also strongly affected by cognitive and emotional 

biases. This supports the core assumptions of behavioural finance, which 

emphasize that investment decisions are often shaped by subjective 

perceptions, emotions, and mental shortcuts. 

Among the psychological influences, emotional biases such as fear and 

greed were found to play a particularly important role in buying and selling 

decisions. Investors tend to become more optimistic and willing to buy 

during rising market conditions, while in declining markets they are more 

likely to react with panic and sell prematurely. This pattern suggests that 

emotional responses can intensify market-driven behaviour and reduce 

rational decision-making. 

The study also found that overconfidence bias positively influences 

investment activity. Investors who have strong confidence in their own 

knowledge, judgment, and forecasting ability tend to trade more frequently 

and are more willing to take higher levels of risk. This indicates that 

overconfidence can encourage active participation in the market, although 

such behaviour may not always lead to optimal financial outcomes. 

In addition, the correlation analysis revealed a positive and statistically 

significant relationship between psychological factors and investment 

behaviour, indicating that higher levels of behavioural bias are associated 

with noticeable changes in investment decision patterns. The regression 

analysis further showed that psychological factors collectively explain a 

substantial proportion of the variation in investment behaviour, thereby 

providing empirical support for behavioural finance theory. 

Finally, the findings suggest that demographic factors such as age, 

income, education, and investment experience moderate the impact of 

psychological biases on investment decisions. This means that the extent to 

which investors are influenced by behavioural factors varies according to 

their personal and socio-economic characteristics. 

Conclusion. The present study aimed to examine the impact of 

psychological factors on investment behaviour and to understand how 

cognitive and emotional biases influence individual investors’ decision-

making process. Based on the empirical analysis, it can be concluded that 
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investment decisions are not purely rational but are significantly influenced 

by psychological elements. 

The findings reveal that biases such as overconfidence, herd behaviour, 

loss aversion, anchoring, and emotional factors like fear and greed play a 

crucial role in shaping investment patterns. Investors often rely on past 

experiences, social influence, and emotional reactions rather than conducting 

objective financial analysis. This behaviour sometimes leads to irrational 

decisions, excessive risk-taking, delayed selling of loss-making assets, and 

panic selling during market downturns. 

The statistical analysis confirms that psychological factors have a 

significant and positive relationship with investment behaviour. These 

behavioural biases collectively explain a substantial portion of the variation 

in investors’ decisions. The study also highlights that demographic factors 

such as age, income, education, and investment experience moderate the 

intensity of psychological influences. 

Based on the findings of the study, several practical suggestions may 

be proposed to improve investment decision-making and reduce the negative 

influence of behavioural biases. First, there is a clear need to strengthen 

financial awareness programs. Investors should be educated about common 

behavioural biases such as overconfidence, herd behaviour, loss aversion, 

and anchoring. Financial literacy initiatives and investor awareness 

workshops can help individuals recognize these psychological influences 

and exercise greater control over their decisions. 

Second, investors should be encouraged to adopt a more rational and 

disciplined approach to decision-making. Investment choices should be 

based on sound financial analysis, company fundamentals, and proper risk 

assessment rather than on emotions, speculation, or market rumours. The use 

of systematic investment strategies can reduce impulsive behaviour and 

minimize emotionally driven decisions. 

Third, consulting qualified financial advisors can play an important role 

in improving decision quality. Professional guidance helps investors 

evaluate opportunities more objectively, reduces the likelihood of bias-

driven errors, and can contribute to stronger portfolio performance over time. 

Fourth, investors should be advised to maintain a long-term investment 

perspective. Instead of reacting to short-term market fluctuations, they 

should focus on long-term financial goals and strategic planning. Such an 

approach can help control panic selling, avoid herd behaviour during periods 

of market volatility, and improve consistency in investment decisions. 

Finally, behavioural finance education should be given greater 

importance in both academic and professional contexts. Educational 

institutions and financial organizations should incorporate behavioural 

finance concepts into curricula, training programs, and investor education 

initiatives. This would improve understanding of the psychological 
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influences on financial decision-making and support the development of 

more informed and rational investors. 

Conflict of interest. The authors declare that the research was 

conducted in the absence of any commercial or financial relationships that 

could be construed as a potential conflict of interest. 

Funding. The authors declare that no financial support was received 

for the research, authorship, and/or publication of this article. 

Ethics statement. All procedures performed in this study complied 

with institutional and international ethical standards. 

Generative AI statement. The authors declare that no Generative AI 

was used in the creation of this manuscript. 

Author contributions. All authors contributed to the study conception, 

writing, and approval of the final version of the manuscript. 

Publisher’s note. All claims expressed in this article are solely those 

of the authors and do not necessarily represent those of their affiliated 

organizations, or those of the publisher, the editors and the reviewers. Any 

product that may be evaluated in this article, or claim that may be made by 

its manufacturer, is not guaranteed or endorsed by the publisher. 

References: 
1. Baker, H. K., & Nofsinger, J. R. (Eds.). (2010). Behavioral finance: Investors, corporations, and 

markets. Wiley. https://doi.org/10.1002/9781118258415 

2. Barber, B. M., & Odean, T. (2001). Boys will be boys: Gender, overconfidence, and common stock 

investment. The Quarterly Journal of Economics, 116(1), 261–292. 

https://doi.org/10.1162/003355301556400 

3. Barber, B. M., Odean, T., & Zhu, N. (2009). Do retail trades move markets? The Review of Financial 

Studies, 22(1), 151–186. https://doi.org/10.1093/rfs/hhn035 

4. Barberis, N., & Thaler, R. H. (2003). A survey of behavioral finance. In G. M. Constantinides, M. 

Harris, & R. M. Stulz (Eds.), Handbook of the economics of finance (Vol. 1, pp. 1053–1128). Elsevier. 

https://doi.org/10.1016/S1574-0102(03)01027-6 

5. Bikhchandani, S., Hirshleifer, D., & Welch, I. (1992). A theory of fads, fashion, custom, and cultural 

change as informational cascades. Journal of Political Economy, 100(5), 992–1026. 

https://doi.org/10.1086/261849 

6. Daniel, K., Hirshleifer, D., & Subrahmanyam, A. (1998). Investor psychology and security market 

under- and overreactions. The Journal of Finance, 53(6), 1839–1885. https://doi.org/10.1111/0022-

1082.00077 

7. De Bondt, W. F. M., & Thaler, R. H. (1985). Does the stock market overreact? The Journal of Finance, 

40(3), 793–805. https://doi.org/10.1111/j.1540-6261.1985.tb05004.x 

8. Hirshleifer, D. (2001). Investor psychology and asset pricing. The Journal of Finance, 56(4), 1533–

1597. https://doi.org/10.1111/0022-1082.00379 

9. Kahneman, D., & Tversky, A. (1979). Prospect theory: An analysis of decision under risk. 

Econometrica, 47(2), 263–291. https://www.jstor.org/stable/1914185 

10. Kumar, S., & Goyal, N. (2015). Behavioural biases in investment decision making: A systematic 

literature review. Qualitative Research in Financial Markets, 7(1), 88–108. 

https://doi.org/10.1108/QRFM-07-2014-0022 

11. Lusardi, A., & Mitchell, O. S. (2014). The economic importance of financial literacy: Theory and 

evidence. Journal of Economic Literature, 52(1), 5–44. https://doi.org/10.1257/jel.52.1.5 

12. Nofsinger, J. R. (2014). The psychology of investing (5th ed.). Routledge. https://shorturl.at/dM3ET 

13. Odean, T. (1998). Are investors reluctant to realize their losses? The Journal of Finance, 53(5), 1775–

1798. https://doi.org/10.1111/0022-1082.00072 

14. Pompian, M. M. (2012). Behavioral finance and investor types: Managing behavior to make better 

investment decisions. Wiley. https://shorturl.at/jqTVd 

15. Ricciardi, V., & Simon, H. K. (2000). What is behavioral finance? Business, Education & Technology 

Journal, 2(2), 1–9. https://ssrn.com/abstract=256754 

https://doi.org/10.1002/9781118258415
https://doi.org/10.1162/003355301556400
https://doi.org/10.1093/rfs/hhn035
https://doi.org/10.1086/261849
https://doi.org/10.1111/0022-1082.00077
https://doi.org/10.1111/0022-1082.00077
https://doi.org/10.1111/j.1540-6261.1985.tb05004.x
https://doi.org/10.1111/0022-1082.00379
https://www.jstor.org/stable/1914185
https://doi.org/10.1111/0022-1082.00072


Issue 1 (25), 2026   Public Administration and Law Review 

e-ISSN 2674-5216      print-ISSN 2733-211X 

 

139 

16. Shefrin, H. (2007). Behavioral corporate finance: Decisions that create value. McGraw-Hill/Irwin. 

https://shorturl.at/f7vdu 

17. Shiller, R. J. (2000). Irrational exuberance. Princeton University Press. 

https://www.amazon.com.br/Irrational-Exuberance-Robert-J-Shiller/dp/0691050627 

18. Statman, M. (1999). Behavioral finance: Past battles and future engagements. Financial Analysts 

Journal, 55(6), 18–27. https://doi.org/10.2469/faj.v55.n6.2311 

19. Thaler, R. H. (1985). Mental accounting and consumer choice. Marketing Science, 4(3), 199–214. 

https://doi.org/10.1287/mksc.4.3.199 

20. Tversky, A., & Kahneman, D. (1974). Judgment under uncertainty: Heuristics and biases. Science, 

185(4157), 1124–1131. https://doi.org/10.1126/science.185.4157.1124 

 

 

 

  

https://www.amazon.com.br/Irrational-Exuberance-Robert-J-Shiller/dp/0691050627?utm_source=chatgpt.com
https://doi.org/10.1287/mksc.4.3.199
https://doi.org/10.1126/science.185.4157.1124

	References:
	Publisher’s note. All claims expressed in this article are solely those of the authors and do not necessarily represent those of their affiliated organizations, or those of the publisher, the editors and the reviewers. Any product that may be evaluate...


