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Abstract 

Since the mid-1970s, many scholastic examinations have been led in risk perception situated research inside the 

sociologies (e.g., nonfinancial regions) across different parts of learning. The scholastic establishment relating to 

the "psychological aspects" of risk discernment concentrates on in social money, bookkeeping, and financial 

aspects created from the prior deals with unsafe ways of behaving and dangerous exercises. This exploration on 

dangerous and perilous circumstances depended on examinations performed at Choice Exploration (an 

association established in 1976 by Paul Slovic) on risk discernment archiving explicit conduct risk qualities from 

brain research that can be applied inside a financial and Investment dynamic setting. A remarkable topic inside 

the gamble insight writing is the manner by which a financial backer cycles data and the different conduct finance 

hypotheses and issues that could impact an individual's insight of hazard inside the judgment interaction. The 

different conduct finance speculations and ideas that impact a singular's impression of chance for various sorts of 

monetary administrations and speculation items are heuristics, overconfidence, prospect theory, loss aversion, 

representativeness, framing, anchoring, familiarity bias, perceived control, expert knowledge, affect (feelings), 

and worry. 

Key words: risk, perception, risk perception, perceived risk, judgment, decision making, behavioral decision 

theory (BDT) , behavioral risk characteristics , behavioral accounting, standard finance, behavioral finance , 

behavioral economics, psychology, financial psychology, social sciences, efficient market hypothesis, rationality, 

bounded rationality, classical decision theory, information overload 

An arising topic inside the behavioral finance writing is the thought of seen risk relating to amateur and master 

financial investors. The author gives an outline of the particular ideas of perceived risk and perception for the 

financial researcher since these two issues are fundamental for fostering a more prominent comprehension and 

appreciation for the psychology of risk. The following segment examines the thought of old style decision making 

as the foundation of standard finance which depends on the possibility of soundness in which financial backers 

devise decisions (e.g., the efficient market hypothesis). Interestingly, the elective perspective offers conduct 

choice hypothesis as the establishment for conduct finance in which people figure out choices as per the 

suppositions of limited reasonableness (e.g., prospect theory). The peruse is given a conversation on the major 

social money topics (that is, mental and profound variables) that could impact a financial backer's view of chance 

for various sorts of monetary items and venture administrations. A major motivation behind this section was to 

unite the fundamental subjects inside the gamble discernment writing that ought to give different scientists a solid 

starting point for directing exploration in this conduct finance point region. 

http://www.jetir.org/


© 2024 JETIR June 2024, Volume 11, Issue 6                                                                     www.jetir.org (ISSN-2349-5162)  

JETIR2406804 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org i32 

 

The subjective decision-making process that people use to evaluate risk and the level of uncertainty is known as 

perceived risk (risk perception). The word is most often used when discussing risky personal pursuits and 

prospective dangers like environmental issues, health concerns or new technologies. The fact that novices and 

experts consistently failed to reach consensus on the definition of risk and the degree of riskiness for various types 

of technologies and dangers led to the development of the study of perceived risk. Through the process of 

perception, a person seeks out the most comprehensive clarification of sensory data in order to reach a conclusion 

based on their degree of knowledge and prior experiences. 

Researchers at Decision Research, particularly Paul Slovic, Baruch Fischhoff, and Sarah Lichtenstein, created a 

survey-oriented research methodology for examining perceived risk in the 1970s and 1980s that is still widely 

used today. For behavioral finance specialists doing future research, the risk perception literature from psychology 

in particular has a strong academic and theoretical base. The literature on risk perception in the social sciences 

has shown that a wide range of cognitive and emotional elements affect a person's perception of risk for non-

financial actions. 

Many of these cognitive (mental) and affective (emotional) traits, such as heuristics, overconfidence, prospect 

theory, loss aversion, representativeness, framing, anchoring, familiarity bias, perceived control, expert 

knowledge, affect (feelings), and worry, can be applied to the judgement process in relation to how an investor 

perceives risk for various types of financial services and investment instruments. 

The work of the Decision Research organization began to straddle a wider variety of fields, such as behavioral 

finance, accounting, and economics, in the early 1990s. Academics in the field of decision research, in particular, 

started to apply a wide range of behavioral risk characteristics—that is, difficulties with cognition and emotion—

as well as various findings and research methodologies from the social sciences to risk perception studies in the 

context of financial and investment decision making. (For instance, see Olsen (1997); MacGregor, Slovic, Berry, 

and Evensky (1999); MacGregor, Slovic, Dreman, and Berry (2000); Olsen (2000); Olsen and Cox (2001); 

Finucane (2002); and Olsen (2004).) This work on risk perception has also been expanded by academics outside 

the Decision Research group in the fields of consumer behaviour, behavioural accounting, financial psychology, 

and economic psychology. (For examples, see Byrne [2005], Diacon and Ennew [2001], Diacon [2002, 2004], 

Ganzach [2000], Goszczynska and Guewa-Lesny [2000a, 2000b], Holtgrave and Weber [1993], Jordan and Kaas 

[2002], Koonce, Lipe and McAnally [2005], Koonce, McAnally and Mercer [2001, 2005] 

WHAT IS RISK PERCEPTION? 

The concept of perceived risk has been used to explain consumer behavior since the 1960s. In the context of 

consumer behavior, perceived risk essentially refers to the danger a customer perceives while making a purchase 

from a specific merchant, regardless of whether a risk actually exists. The idea of perceived risk has a solid 

foundation in the area of consumer behavior, which is somewhat related to the field of behavioral finance (i.e., 

there are parallels between how consumers and investors make decisions). Bauer (1960), a well-known consumer 

behavior list, proposed the idea of perceived risk by offering the following viewpoint: 

Consumer behaviour entails risk in the sense that every action a consumer does will have consequences, some of 

which are likely to be unpleasant and which he cannot predict with any degree of confidence. Any one purchase, 

at the very least, faces competition from a wide range of alternative ways to spend that money. Unwise purchasing 

selections have cost men their spouses, their careers, their lives, irritation and blisters, as well as their self-esteem 

and the respect of others. The consumer can rarely predict even these few implications with a high degree of 

certainty, and it is improbable that he can think about more than a handful of the potential consequences of his 

actions. The sense of risk can become traumatic when it comes to the buying of expensive products. 
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A more exact definition of perceived risk was given by Cox and Rich (1964); it is based on consequences (the 

amount at risk from the purchasing choice) and uncertainty (the individual's subjective sensation of uncertainty 

that he or she could "gain" or "lose" from the transaction). According to Stone and Gronhaug (1993), the 

marketing discipline primarily focuses on examining the potential drawbacks of perceived risk. This emphasis on 

risk's negative aspects is comparable to the study of behavioural finance's downside risk, potential for below-

target returns, or potential for catastrophic loss. Six components or dimensions of perceived risk were created by 

Jacoby and Kaplan (1972) and Tarpey and Peter (1975), including financial, product performance, social, 

psychological, bodily, and time/convenience loss. The assessments of consumers in relation to perceived danger 

(in which consumers reduce risk) were not the only thing Tarpey and Peter were interested in. They also looked 

into two other factors: (1) perceived risk, in which the buyer takes judgements to maximise perceived gain, and 

(2) net perceived return, in which the buyer considers both risk and return while making a decision. The concepts 

of modern portfolio theory (MPT), which emphasises the positive correlation between risk and return, are 

equivalent to these two elements. 

Human judgements, impressions, and attitudes are shaped by our experiences in the workplace, personal 

understanding, and historical context. An ever-expanding body of study has attempted to define risk, categories 

its qualities, comprehend (understand) these many issues, and their unique repercussions. Research has shown 

that a variety of factors influence a person's perception of risk (see Slovic, 1988). Studies in various academic 

fields have shown that when making decisions, perceived risk is more important than actual risk. Studies on risk 

perception have been undertaken over time in a variety of academic disciplines, with the social sciences—

particularly psychology—producing the most significant results. Fundamentally, "these groups were 

interdisciplinary, but the major academic engagement has been psychological, and the approach has generally 

been 'psychometrics. The social sciences, particularly psychology, and economics, sociology, and anthropology 

have all contributed to the topic. 

Behavioral accounting, consumer behavior, marketing, and behavioral finance are just a few of the business 

sectors where the idea of perceived risk has a long history and is widely used. These academic fields make an 

effort to investigate how a person's sentiments, values, and attitudes, as well as the influences of cultural elements 

and problems with group behavior, affect their reactions to risk. People frequently misjudge the risk associated 

with a certain activity because they are ignorant of key facts. People could render erroneous judgements or 

decisions in the absence of proper knowledge or in the presence of misinformation. 

All of these various difficulties show that depending on the element a person identifies at a particular point in 

time, a person may have more than one attitude regarding the likelihood or acceptability of a risky activity. 

Therefore, it makes sense that risk perception cannot be reduced to a single statistical likelihood of objective 

danger (such as the variance of a distribution) or to a purely behavioral perspective (such as the rules of heuristics 

or mental shortcuts). Instead, as noted in Ricciardi (2004) and Ricciardi (2006) Ricciardi, the concept of perceived 

risk is best applied using an approach that is interdisciplinary and multidimensional in character for a given 

decision, circumstance, activity, or event (2006). When making decisions about a financial instrument, a person 

takes into account both a range of financial risk metrics and behavioural risk indicators (Ricciardi, 2004). 

According to Weber (2004), the following perspective on risk perception: 

First, perceived risk seems to be arbitrary and careless in its subjectivity. In other words, how people perceive 

danger influences their behavior. Second, risk perception is relative, just like all other perceptions. It appears that 

rather than absolute appraisal, we are hardwired for relative evaluation. Since relative judgements necessitate 

comparisons, many of our decisions—even those that economic reason would dictate call for an absolute 

decision—are comparative in character. It may be possible to get further insights for the modelling of economic 
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judgements and decision by paying closer attention to the regularities between objective occurrences and 

subjective feeling and perception that have been thoroughly established within the field of psychophysics. 

Because what one person may view as a large risk may be viewed by another as a little risk, risk is a unique 

quality for each individual. Everyone faces risk on a regular basis; there is no such thing as a judgement with 

"zero risk" or "no degree of uncertainty." The way people "see" or "feel" about a potential risk or hazard is known 

as risk perception. The idea of risk perception aims to clarify how a risky scenario (or event) is assessed based on 

instinctive and complex decision-making, individual knowledge, and information learned from the outside world 

(such as various media sources). Risk perception is "an individual's evaluation of how risky a situation is in terms 

of probabilistic estimates of the degree of situational uncertainty, how controllable that uncertainty is, and 

confidence in those estimates," according to Sitkin and Weingart (1995). (p. 1575). Falconer (2002) offered the 

following perspective: 

Although we use the word "risk perception" to refer to people's responses to diverse threats, it would probably be 

more accurate to say that individuals respond to hazards than the vaguer idea of risk. The value systems that 

people and communities adhere to shape these emotions, which have many dimensions and go beyond simple 

responses to physical danger. 

The phrases risk, hazard, danger, damage, catastrophic, or injury has been highlighted by the technical jargon that 

is frequently used in the literature on risk perception as the basis for a characterization of the broader notion of 

perceived risk. The concept of risk perception appears to imply an overall awareness, experience, or understanding 

of the hazards or dangers, the chances, or the potential outcomes of a certain event or activity. In the management 

field, MacCrimmon and Wehrung (1988) divide perceived risk into three major categories: (1) the magnitude of 

the loss, (2) the likelihood of loss, and (3) the exposure to loss. Perceived risk is essentially a person's assessment 

of the chance of risk (the possibility of being exposed to loss, danger, or harm) connected with engaging in a 

certain activity. According to a summary by Renn (1990), perceived risk depends on the following eight factors: 

1. Intuitive heuristics, including overconfidence, availability, anchoring, and others. 

2. Over time, perceived average losses. 

3. The risks' situational qualities or the outcomes of the risk event. 

4. Connections to risk factors. 

5. Credibility and trust in institutions and organizations that manage risks. 

6. Media attention (social amplification of risk-related information). 

7. Evaluation of others (reference groups). 

8. Individual encounters with risk (familiarity). 

WHAT IS PERCEPTION? 

The majority of academic studies on risk or investor perception lack a working definition of the term "perception" 

or neglect to discuss the topic in any depth, but works by Chiang and Vennkatech (1988), Epstein and Pava 

(1994), Epstein and Pava (1995), and Pinegar and Ravichandran (2003) all include the term "perception" in the 

title but do not further elaborate on it. Unfortunately, this misleads the reader as to what the scholarly work's 

actual subject matter is. Even though a large portion of the study on perception is fundamental knowledge for 

researchers in the behavioural sciences and organisational behaviour, researchers in traditional finance have 

mostly ignored it or have not adopted it for application. The only financial work that has provided a thorough 
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discussion of perception from a behavioural standpoint is Gooding's (1973) work on investor perception. In 

publications by Schwartz (1987), Schwartz (1998), and Weber, the concept of perception has only been briefly 

discussed in economics research papers (2004). 

Most academics in the fields of finance, accounting, and economics do not recognise the subjective or qualitative 

component implied by the concept of perception or perceived risk. Perception is described as "the act of perceiving 

or the ability to perceive; mental grasp of objects, attributes, etc. by means of the senses; awareness; 

comprehension" in the Webster's dictionary. This "behavioural meaning of perception" was defined by Wade and 

Tavris (1996) as the "process by which the brain organises and interprets sensory information" (p. 198). Two 

perspectives on perception have been provided by researchers in the field of organisational behaviour: 

1. Recognizing that perception is an individual interpretation of the circumstance rather than a precise recording 

of it is essential to comprehending it. In summary, perception is an extremely intricate cognitive process that 

creates an individual perception of the world, which may differ significantly from reality. (Luthans, p. 101, 1998) 

2. Choosing and organising external inputs to give the perceiver meaningful experiences is the definition of 

perception. It symbolises the psychological process by which humans gather data from their surroundings and 

make sense of their surroundings. Perception is seeking for, obtaining, and processing information about the 

external environment, including events, people, objects, circumstances, and other things. (1989, pp. 61-62) 

Hellriegel, Slocum, and Woodman 

We become aware of the world and ourselves in it through perception. Understanding perception is essential for 

comprehending behaviour since it explains how an individual responds to inputs. To put it another way, 

perception is a strategy used by an individual to organise and interpret their sensory intuitions in order to provide 

meaning to their surroundings in terms of their awareness of "events" or "objects" as opposed to merely 

"characteristics" or "qualities." Finding the appropriate explanation for sensory data based on one's knowledge 

and prior experiences is a key component of the perception process. Illusions are powerful instances of how 

someone could interpret information erroneously and process it incorrectly at some stage during this perceptual 

process (Gregory 2001). According to Ittelson and Kilpatrick (1951), perception can be viewed as follows: 

Describe perception. Why do we perceive what we do and feel and hear what we do? In the incredibly intricate 

process that is life, we act in response to our perceptions, which in turn prompt new perceptions, new acts, and so 

on. The process by which a person becomes aware of himself and his surroundings must therefore be understood 

in order to have a sufficient comprehension of human behaviour. Perception is a functional process based on 

action, experience, and probability. (pp. 50, 55) 

With their description of perception from the perspective of psychology, Morgan and King (1966) went into more 

detail. Two different definitions of perception were offered by them: 

1. Stubborn behavioralists define perception as the process of differentiating between inputs when they use the 

term at all. The idea is that if a person is able to distinguish between different stimuli, he or she will be able to 

respond in ways that demonstrate this ability to others. Because it applies to what can be measured in an 

experiment, this definition avoids words like "experience" and has a certain allure. (p. 341) 

2. Another way to define perception is as the way it is experienced, including how it is seen, heard, felt, smelled, 

and tasted. Of course, we cannot put ourselves in another person's shoes, but we may believe verbal accounts of 

another person's experiences. Additionally, we can use our own experience to provide us with some useful hints 

about the other person's experience. (p. 341) 
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The academic literature has shown that there are many varied interpretations of the precise meaning of the concept 

of perception among the various fields of psychology. (See Allport, Hake, and Eriksen (1956), Hochberg, 1964; 

Morgan, King, 1966; Bartley, 1980; Faust, 1984; McBurney, and Collings, 1984; Cutting, 1987; Rock, 1990; 

Rice, 1993; and Rock, 1995.) In terms of how diverse fields evaluate risk differently, this situation is comparable. 

Finance and investing researchers should concentrate on four fundamental aspects of perception: 

 A person's perception is dependent on their prior knowledge of an identical event, circumstance, or 

behaviour. 

 People give different aspects (information) of the same circumstance varied attention or focus. 

 A key tenet of perception is that people can only comprehend a finite amount of information at once in 

order to form an opinion or come to a conclusion about a particular action, event, or circumstance. 

 It's generally human nature to arrange information so that we can understand it. (We have a propensity to 

compare novel inputs to what we already comprehend and are aware of in our environment.) 

 A stimulus (impulse) that a particular person does not experience has no influence (effect) on their 

conduct, whereas a stimulus that they perceive as real, despite being factually false or unreal, will have an 

impact. 

 The process by which each person observes reality and forms a particular knowledge, perspective, or 

viewpoint is known as perception. 

 It's possible that what someone thinks they see doesn't actually exist. 

 Behavior is determined by one's interpretation of reality, not necessarily by reality itself. 

 Last but not least, perception is an active process of decision-making that causes various individuals to 

have somewhat disparate, if not opposing, perspectives of the same occasion, circumstance, or activity. 

One final viewpoint was provided by Kast and Rosenzweig (1974), who encapsulated the entire discourse on 

perception as follows: 

It's common to imagine that there is a clear cut path to "truth," but in reality, each person has just one point of 

view based on their own interpretations of reality. In order for numerous people to concur on a consistent set of 

facts, several concerns can be confirmed. However, most conditions in real-life scenarios are significantly value-

laden and unable to be verified. Even when facts are established, their importance or meaning may change greatly 

for many people. 

A Visual Presentation of the Perceptual Process: The Litterer Perception Formation Model 

 

In order to provide a visual explanation, we will now describe Litterer's simple perception formation model 

(Litterer, 1965), which is depicted in Figure 10.1. 
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Presentation and additional clarification of the perceptual judgement process This approach effectively applies 

the earlier concept of perception. In-depth descriptions of this perception model were provided by Kast and 

Rosenzweig (1974) and Kast and Rosenzweig (1985) in the management sector, and Gooding (1973) extended it 

to finance in a thorough investigation of investor perception. 

The Litterer's model is an explanation of how perceptions are formed and how they impact behaviour. This 

perceptual process has two inputs (external factors), which are information (like financial data) and past 

experience of the person (like the investor's decision-making process). Selectivity, interpretation, and closure are 

three "mechanisms" of perception construction in the paradigm that are thought of as internal components (formed 

from within a person). Selectivity is the idea that a person only chooses certain information from a plethora of 

options they are presented with (i.e., a strategy for coping with information overload). In essence, humans are 

only able to focus on and clearly detect a small number of stimuli at once. The remaining stimuli become 

secondary information that we are only partially aware of as other actions or circumstances are perceived less 

overtly. A person may instinctively predict favourable results at this period (for example, good returns for their 

personal investment portfolio). If a particular possibility is highly appealing to the individual decision maker, they 

may assign a likelihood that is higher than is rational. The idea underlying the principles of prospect theory and 

heuristics is that a person might not choose the rational (optimal) decision and instead select from a set of less 

desirable options. As a result, this category of selectivity can be related to voluntary (conscious) or involuntary 

(unconscious) behaviour. The options might not, however, be "less desirable," at least not always. Given the 

situation, the lack of information, or the need for a solution quickly, these options may be the only ones that are 

practical. 

The second mechanism, called interpretation, assumes that various decision-makers can have diverse 

interpretations of the same stimuli (such as a particular risky behaviour or hazardous activity). This process of 

interpretation is based on one's prior experiences and moral principles. Since a person has a tendency to think or 

act a certain manner in relation to a certain environment or activity, this process offers a structure for interpreting 

a range of stimuli. The tendency for people to have a "full image" of any given action or scenario is referred to as 

the closure mechanism in perception creation. As a result, a person could perceive more than what the data seems 

to show. In order to conclude the cognitive process and give the information significance, a person adds additional 

information to whatever seems appropriate when processing the information. According to Kast and Rosenzweig 

(1970, p. 218), "Closure and interpretation have a feedback to selectivity and thus alter the functioning of this 

mechanism in later information processing." 

A deeper comprehension of the concept of perceived danger throughout this chapter should result from our study 

of perception's key principles for the perceptual process. From a behavioural finance perspective, the discussion 
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has attempted to illustrate the intricacy of the perceptual decision-making process. The understanding of this 

perceptual process is directly related to how investors interpret data under the behavioural finance tenets of 

bounded rationality, heuristics, cognitive constraints, and affective (emotional) considerations. 

JUDGMENT AND DECISION MAKING: HOW DO INVESTORS 

PROCESS INFORMATION WITHIN ACADEMIC FINANCE? 

Regarding how retail investors and financial experts interpret information, the finance literature primarily takes 

two positions: 

1. The common theory in finance academia that claims that the assumptions behind the efficient market 

hypothesis are what drive investor behaviour. 

2. The idea that people's decisions are impacted by heuristics, cognitive variables, and affective (emotional) 

concerns, according to the behavioural finance research. 

Understanding how information is processed from both a standard and behavioural finance point of view is 

required in order to comprehend and take into account the idea of the psychology of risk. 

 

The Standard Finance Viewpoint: The Efficient Market Hypothesis 

The efficient market hypothesis (EMH) has been one of the most significant hypotheses in conventional finance 

since the 1960s (Ricciardi, 2004, 2006). According to Fama, the fundamental tenet of the EMH is that financial 

markets are efficient in that investors there instantly digest information, and that stock prices accurately reflect 

all available information (1965a, 1965b). An overview of each of the three forms of market efficiency is provided 

below: 

1. The inadequate form. Regarding the history of all previous market prices, the market is efficient and 

information is fully reflected in the values of securities. 

2. The weakened form. When all publicly available information is completely represented in the value of 

securities, the market is considered efficient. 

3. The robust variant. The market is effective because the prices of securities accurately represent all available 

information. 

In his critique of Fama's hypothesis, Nichols (1993) stated that "two crucial ideas are implicit in Fama's 

hypothesis: first, that investors are rational; and second, that rational investors trade only on fresh information, 

not on intuition" (p. 3). In other words, participants operate in a market where investors maximise expected utility 

while having access to all available information (knowledge). The ongoing discussion (argument) on the 

truthfulness of this theory has spurred a variety of academic research projects that have looked into the veracity 

of the three different types of market efficiency. When told that a sizable body of in-depth research supports the 

EMH in some way, the majority of individual investors are actually taken aback. 

The foundation of contemporary financial theory (standard finance) is the idea that people make rational decisions 

when it comes to their investments. According to the principles of the EMH, college students and financial 

specialists are taught that investors make investment decisions based on all relevant information (both public and 

private). For instance, a person employs a certain financial technique like stock valuation that is used in a 

methodical and logical way. The ultimate goal of this strategy for investors is the acquisition of greater monetary 

riches. It is therefore unreasonable for investors to commit their hard-earned time and money in an effort to 

"outperform the market." Market inefficiencies may arise at specific times, according to professional investment 

managers and behavioural finance scholars (e.g., the evidence in the existence of market anomalies like the 

January Effect). First, the claim that markets are inefficient would create possibilities for arbitrage, or the 

possibility to find mispriced securities and earn higher profits, in the financial sector. Some investors will try to 
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identify a security early in order to profit from that information and use a particular active investment approach, 

such as technical analysis, if they think there is a potential to arbitrage. However, proponents of the efficient 

market theory contend that existing prices already accurately reflect all available knowledge (information) 

regarding a security or market. Second, if market inefficiencies exist, it follows that investors may occasionally 

make irrational investment decisions or judgements that deviate from the strict presumptions of rationality. As a 

result, this would show that various sorts of cognitive (mental) processes and/or affective (emotional) aspects 

have an impact on people. Combining these actions with market inefficiencies may lead to the following 

problems: Investor perceptions are influenced by two factors: (1) investors' current risk assessments of a particular 

financial instrument or the market as a whole; and (2) people's inability to identify and choose the best investment, 

such as choosing a stock or mutual fund investment.  

 

Objectives:  

 

1. To understand the orientation of investors towards investment decisions. 

2. To study investor psychology with reference to behavioral Finance. 

3. To analyze which investor’s group (with different characteristics) is affected or unaffected by the behavioral 

biases. 

4. To find out the level of association between various demographic variables and the factors influencing the 

investment decision making process. 

Information Search 

It means key takeaways. All the information related to the investment is taken into consideration here. 

Based on the responses I collected here are the observations. 

 

It is observed that when it comes to Information search of the Investment respondents are highly 

influenced by Behavioral bias. 
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Most of the respondents have strongly agreed that they like to discuss their decision with 

professionals, friends and family, and others 

Most of the respondents also agreed that they need information about firm's status, Financial 

reports, its expected earnings etc. 

If we talk about objective 1 we can say that investors are oriented or influenced by behavioral 

biases. 

The decision itself is a subjective act, but it is based on both subjective and objective factors. Risk is an important 

component of every investment, thus it is necessary to analyse it as both, the objective component of the 

investment, and as the subjective factor of the investment decision making 

 

This section talks about how the investors make decision about the investment and what is their behavior while 

doing so. 

Most of the respondents have agreed that they take into consideration risks related to the investments before 

making decisions. Respondents also wants results i.e. profits as soon as possible when there is change in prices 

of the stocks. While they were not influenced by the nationality of the stock 

In the given case about gaining Rest 10 in future, it seems that the respondents are ready to sell it at current 

price and not to wait for the future gain. Majority of the respondents are not ready to take future risks. 

From this, we can say that investors are oriented or influenced by behavioral biases. 

 

Overconfidence bias 

 

Behavioral finance has a name for this inner self driven inclination: pomposity predisposition. In money 

management, pomposity predisposition frequently drives individuals to misjudge how they might interpret 

monetary business sectors or explicit speculations and dismissal information and master guidance. 
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When we talk about over confidence biased, many respondents responded that they the take risks to earn more 

profit, the feel much qualified to take the decisions. Also they are confident enough to take right decisions. 

While they were neutral about their prediction on  prices of the stock, ability to do better than others, believing 

that they will earn more than others. 

 

Economic Expectations 

 

Behavioral Finance, a subfield of conduct financial matters, recommends that mental impacts and inclinations 

influence the monetary ways of behaving of financial backers and monetary experts. In addition, impacts and 

predispositions can be the hotspot for the clarification of a wide range of market irregularities and explicitly 

market oddities in the financial exchange, like extreme ascents or falls in stock cost. 
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When we talk about the Economic expectations while investing it seems that most of the respondents have been 

influenced by it. 

Most of the responded that economic conditions of the country will directly affect the stock prices & they 

consider future economic conditions of the country before investing. 

Respondents are also being affected by events that are affecting financial conditions of other countries & they 

believed  that the companies which are doing good since last 3 to 5 years will give them more returns. 
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