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ARTICLE INFO ABSTRACT

This research investigates the part of the psychological factors in such major
behavior of us as decision making with regard to investments and also reveals the
pains which the science generates. Through an approach that combines both
qualitative and quantitative methods including interviews and surveys, we identify
key psychological factors that affect investment behavior, specifically emotional
biases, the risk of losing money, over-confidence, fear of losses and herd mentality.
Manifestations from qualitative interviews illustrate that financial stakeholders
including investors mostly encounter emotional effects of fear/greed which bring
about imprudent decision-making. Moreover, the investors being different from
each other have different risk perceptions and decisions are resulted from
individual biases like overconfidence and loss aversion. Numerical survey findings
show consistency with perception of risk, loss aversion, and regret aversion
depending on the people who participated where the mean scores were high.
Investment strategist guns are aimed at overcoming psychological biases using
such methods as diversification, setting clear investment goals, seeking in outside
expert help, and constant portfolio rebalancing. Overall, this research shows that
psychological knowledge should be considered during investment strategy
adoption to better prevent biases that affect sound decisions and reduce their
negative effects.

Keywords: personal investment, financial behavioral psychology, decision-
making, psychological factors, qualitative interviews, quantitative surveys.

I. INTRODUCTION

The psychology and finance big picture will always be one of the game changers, whenever we talk about
personal investment but only a few people do recognize the importance of it. The rational calculation of the
financial information is not the only formula of the individual investor as another outside psychological factor
that is beyond his control also determine the behavior of the investor's decision. The awareness of these
psychological aspects of the decision making is of big importance since they are necessary for the understanding
of why investors behave in such way and also for the construction of strategies that will assist them to make
more reasonable and smart investment decisions [1]. This presented study will strive to peel off the challenges
of financial behavioral psychology in personal investment considering the different role played by the
psychology factors in decision making. Whilst formal economics postulates on rationale decision making of
investors in linear maximization of utility, behavioral finance challenges this hypothesis [2]. It endorses that
investors are susceptible to cognitive biases, emotional affiliations, and social pressure that often make them
to deviate from rational thinking in the process of decision making. Among general obstacles of this research,
Copyright © 2024 by Author/s and Licensed by Kuey. This is an open access article distributed under the Creative Commons Attribution
License which permits unrestricted use, distribution, and reproduction in any medium, provided the original work is properly cited.
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we may name emotional bias as one of the significant concerns. Normally, the investor uses sentiment facility
such as fear of loss, greed to gain profit or overconfidence in making the decisions rather rational approach of
analysis of financial parameters [3]. It turns out to be a cognitive tail risk that may result in the sub-optimal
investment outcome and market inefficiencies too. Moreover, the notion of risk is subject to large fluctuations
among individuals as it is shaped through psychological factors of varied kinds such as past memories, cognitive
biases, and nature of culture and tradition. The detailed findings of the components that perfectly influence
risk perception, as the core of the risk management strategies, are thus important. Moreover, the problem of
herd mentality, during which people invest without individual thinkings following the crowd, is one of the fields
of serious difficulty in making personal investments. The behavior of animals gathering together may cause the
bubbles on assets, market drops sharply and price movements unreasonably, be among the consequences. This
research paper aims to scrutinize the behavioral biases and psychological factors that affect investors' decisions.
It does so with a view of understanding the judgment parameters of investors and strengthen investment
strategies that will be highly rational and informed.

II. RELATED WORKS

Lately, greater attention has been paid to the fine workings and the complex interdependent psychological
factors which play role in the course of decision making across in education and management, environmental
sanitation, resilience, investments and business. This summary of related works presents a general overview
and cover different settings, specifically it proves how psychological factors influence the process in that
context. Dong et al. [15] emphasized the contribution of higher education administration in big data context
through highlighting applicable remedies to current and coming challenges. Their study draws attention for
analytics to the big data approach as a means of unlocking the outstanding performance and for shaping the
improvement of educational outcomes. Ejigu and Yeshitela [16] constructed on a model which is composed of
diffusion of innovation and theory of planned behavior theories in predicting ecosan toilet adoption in the city
of Arba Minch, Ethiopia. Through their study the authors show the potential of behavioral theories towards
sustainability of sanitation in different spheres. Elshaer [17] explored the matters of psychological resilience as
well as organizational resilience in the tourism industry post-pandemic of COVID-19, however he focused more
on the importance of life satisfaction as an intervening instrument for adaptation and recovery. The data they
gathered made contributions to the resilience strengthening process that is indispensable for survival at hard
times. Ding et al. [18] investigated a psychological resilience as an intervening variable that mediated the
relationship between the social capital and mental health after the pandemic era. This research point out as the
key importance of the making of friendships or external support as well as the internal resources to strive for
the mental health. In their research titled "Investment Intention Among Investors: A factor Analysis," Ferreira-
Schenk and Dickason-Koekemoer [19] focused on whom and why investors choose to hold onto their
investments for the long haul, unraveling how investors behave and make decisions. Their researches enrich
our knowledge by explaining the effect of factors on the decision of investment made by actors in the financial
markets. Flickinger and Zschoche [2016] investigated the balancing act between local arm’s performance and
cultural distance in decision making regarding international relocating. Their study emphasizes how
interrelated the factors of aforementioned dynamics are to international business affairs and also it shows the
influences on strategic decision-making. To discover the factors that affect decision making among producers
in the application of Climate smart agriculture (CSA), Gemtou et al. (21) undertook a systematic review. In their
study, they pinpoint principal facilitators and impediments for the application of sustainable agrarian practices
and devising approaches to accelerate the adoption process. Glenstone and Jenna Adriana [22] examined the
link between childhood cognitive ability and financial livelihood of adults at a later stage, emphasizing the
significance of results of cognitive development onto financial outcomes. This study highlights the fact that the
success of early interventions in the field of financial literacy and capability for the future sake cannot be
overlooked. Huang and Huang [23] have found that Chinese commercial banks effectively integrate a
behavioral approach to green investment and green loans by setting up green banker teams through the
essential banking activities. The research team thus present enough evidence on the level of sustainability that
the economic system can proficeably manage. America and Adebayo [24] investigated the role of psychological
factors in decision-making of South African market investors. Theese researches allow to uncover the
responsible psychology ones in investments making and their instances for market processes. Imthan and Bilal
[25] shared the concept of hybrid entrepreneurship among women scholars in govt. sector, which entailed the
articulation of the positive synergy between regular employment and self-employment. This study helps to
reveal the motivators and obstacles in the hybrid career paths, highlighting the opportunities which can
contribute to the workforce transformation. Isaac and colleagues [26] considered what it takes to own an
agritrepreneur business in South Africa: the inspiration factors and the limitations. This study enriches our
knowledge about businessping in the agricultural domain and unravels the forces and obstacles facing
enterprisers here. Instead, the studies surveyed here have diverse applications in doing the psychologies allow
for the understanding of man's behavior and thinking across various situations. These results reveal the
underlying complexity of the connection between psychological factors and the decision-making process,
indicating the effectiveness of the strategies for promoting preventive behavior broad and the achievement of
the expected results.
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III. METHODS AND MATERIALS

The research referred to suggests a mixed methods approach. With the use of the psychological factors to the
personal investment decision-making processes in the field of financial behavioral psychology is the central
subject of the research [4]. This particular research method involves both qualitative and quantitative
approaches which allows to draw a powerful conclusion by covering the topic thoroughly.

Literature Review:

A comprehensive investigation concerning financial behavioral psychology, personal investment decision

process and other relevant matters comes first - it consists of the detailed overview of the related literature.

This literature review serves multiple purposes:

e It serves the purpose of pinpointing the summary of main ideas, theories and the bold claims that should
be the focus of the research.

e It provides the theoretical ground, where one may study psychological factors that trigger an investor's
decisions.

e It does the work of proposing research hypotheses and guiding questions.

Qualitative Data Collection:

The qualitative data will be prompted by the conceptual interview for individual investors. People participate

through purposive sampling alongside other diversified age groups, male and female genders, experience or

lack of investments, and risk tolerance [5]. The interviews are made either in person or via video-conferencing

on a consent basis. An audio record of the interviews is made and copied to a USB memory stick. The interview

questions are developed to understand participants' attitudes, beliefs, decisions, and experiences regarding

their personal investment. Specific topics covered in the interviews include:

e Problems regarding emotional reducing in investment decision (like for instance fear, greed or
overconfidence).

e Risk perception and risk managements strategies such as organizing ensure companies and risk funds are
among the roles of financial markets.

¢ Behavioral factors that influence people investments (example weaknesses for aversion for lost, for following
the crowd).

e Strategies to address the psychological factors that undermine sound decision making.

The numerical data captured during interviews are directly transcribed and then the thematic analysis is used
to know similar patterns, common themes, and key decisions [6]. The justice system was supported by abstract
concepts which was converted into numeric codes and analysis was based on the data produced.

Quantitative Data Collection:

The quantitative data used will be collected by distributing an online survey which aims at a larger population
of individual investors. The survey is distributed both through the various channels, such as social media,
online forum and newsletters, focusing on the individuals with a wider range of backgrounds. On the other
hand, the survey questionnaire covers a wide range of participants' characteristics including demographic
factors, investment preferences, psychological traits and judgmental decisions [7]. These measures in its core
embody standardizations of psychological constructs like belief in disaster infliction, excessive confidence,
regrets as well as other such comparative phenomena. The survey also adds some of the open-ended questions
to grasp the quality insights provided by the participants. This uses a mixture of methods, which provides space
for the data triangulation, deeper analysis of the questions and also gives space to explore answers in depth.

Data Analysis:

We conducted the qualitative interviews and then case the data via thematic analysis. The themes and patterns
unearthed from the data are collated and reshuffled to give us descriptive rich findings. With the help of a
computerized software, such as SPSS or R, quantitative data derived from the survey are exhausted to part
summary statistics to paper out the demographic characteristics and investing attributes of participants [8].
After descriptive statistics, inferential statistics, for example, correlation analysis and regression analysis, are
performed in order to examine the relationships between the variables and the hypotheses derived from
theoretical standpoint as well.

Integration of Findings:

The combination of quantitative and qualitative aspects considered, allows the unemblematic comprehension
of the study subject. Combination of data from different sources reinforces the outcomes and strengthens the
reliability of the findings [9]. The harmonized data is finally used to address the research aims and the theories
in the area of behavioral psychology of investors. The practice implications are also explored, and the advisors
are given recommendations to follow as well as ways to avoid the downsides of investing in order to achieve
ideal results.
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Psychological Factor | Mean Score (1-5) Standard Deviation
Risk Perception 3.8 0.6
Overconfidence 2.5 0.8
Loss Aversion 4.2 0.4
Regret Aversion 3.6 0.5
Herd Mentality 3.0 0.7

IV. EXPERIMENTS

Studies have revealed that the investment performance of individuals is governed by financial behavioral
psychology which captured these behavioral traits and induced them in the individuals’ decision-making [10].
In this part, we bring out the highlights manifested in both qualitative interviews and quantitative surveys, and

seek the practical meaning in them.

T
LR

I \
ddaqgd
EE EEE

Disposition
Effect

Figure 1: Behavioral Biases Affect Investors’ Investment Decision Making

Qualitative Findings:

The disclosure of a significant psychological factor that shapes investment decisions was a recurrent theme that
punched out throughout the qualitative analysis of the semi-structured interviews. Investors often emphasize
on the need for emotional as well as financial discipline and limit their influence when making investment
decisions. For example, one respondent said, "Volatile markets? Make me panic. Impulsive decisions, you see.
Sell the investment." This can be an illustration of how feelings rule the behavior in investment [11]. Thought
further, subjective risk perception being the cause of many different behaviors among people which some are
risk-averse and some are risk-tolerant. From the understanding which individual differences between people
are a result of past experiences, personality traits, and cognitive biases [12]. A participant sufficiently explained
it this way, "I go after safer investment since I know the history of losses, and I don't want to mess it up."
Another observable behavioral bias were overconfidence and loss aversion which are always the participants
have during their decision-making thought processes. Multiple respondents expressed cocksure feeling that
they would best the market or get a lot of high-priced stocks, which research shows is no grantee [13]. Also, on
the side of lost aversion, the volatility of the market was shown as participants developed a tendency to hold on
to losing investment for too long with a hope of recouping their losses.
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Figure 2: Behavioural finance: the psychology of investing
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On the other hand, a herd mentality was a major trend among participants, and it is widely used in
circumstances such as those of the market volatility. A large portion of the subject matter regarded siding with
the majority and the reaction of the crowd interfering with the process of making investment decisions rather
than of independent analysis [14]. It was explained as a result of the herd instinct, with the people dividing
themselves into groups for mutual comfort and to lessen their feeling of being left behind and losing potential
profits.

Strategy Percentage of Participants
Diversification 70%
Dollar-Cost Averaging 45%
Setting Clear Investment Goals 60%
Seeking Professional Advice 55%
Using Automated Investment Tools 35%
Mindfulness and Meditation 25%
Behavioral Finance Education 40%
Discussion:

The result of these research provides a lot of information about how one can make thoughtful investment
decisions with a sensitivity of financial behavioral psychology in mind. Quantitative interviews showed that
investors face emotional impact of factors like fear and greed which push them into making non-rational
choices and therefore cloud their judgement [27]. The emotional biases mentioned above also affect the
decision making in the market and don’t allow investors to achieve optimum outcomes.



2698 Dr. Toopalli Sirisha et al. / Kuey, 30(5), 3330

Chart 5: Intemational Differences in Investor Patience
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Figure 3: Investor Psychology: Behavioral Biases

Furthermore, quantitative results have also shown that perceived risk and risk tolerance may vary dependent
on the individual. Among the participants, the rational investment behavior was noticeable, which was
manifested by both personal traumas and cognitive abnormalities [28]. Also, while doing the same thing, the
influence of the cultural background of every person was also very noticeable. Learning the nature of these
differences has to be a top priority for financial advisers and policymakers, as one can only be able to structure
investment strategies that are in accordance to investors’ risk preferences and goals by understanding their
differences.

The findings from the qualitative survey align with the quantitative survey data, showing that risk aversion,
loss aversion and regret aversion are the leading psychological factors driving investors' decision-making
process [29]. The comparison of the mean scores for these factors indicates in the main that they are a critical
functional in manipulation of the investors' emotions and behavior regarding their attitude toward risk and
loss.
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Figure 4: Behavioral Finance & Financial Stability

On the other hand, the survey’s findings reiterate the fact that excess overconfidence and herd mentality is not
the major characteristic of participants, but slightly applies to them. Intelligence in one's capability to overcome
the market expectations or to choose winning stocks might bring plenty resulting in too much trading and more
risks [30]. Another trend that is triggered by herd instinct and a herd behavior is of making the market volatile
or sharing the risks of asset bubbles.
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Investment Type Percentage of Participants
Stocks 65%
Bonds 40%
Mutual Funds 55%
Real Estate 30%
Cryptocurrency 25%
Precious Metals 20%
ETFs 45%

V. CONCLUSION

Ultimately, this research provided a platform for the thorough understanding of the drive factors involved in
personal investment decisions made under the influence of behavioral biases in finance. In terms of data
collection, we have conducted both qualitative and quantitative research to uncover several underlying
psychological aspects of investing. These factors include emotional biases, perception of risk, overconfidence,
loss aversion, and herding behavior. Despite the fact that all people have been exposed to many biases
throughout their lives, this research shows the benefits of incorporating psychological insights into investment
decisions and therefore suggests the need to apply them in order to become more strategic and less emotionally
influenced. The research concludes that, besides this, there is importance of such tailored interventions and
structured educational programs aimed at improving investor's financial knowledge and resilience to the
cognitive biases. Through this investigation of the relationship between psychological terms, and the financial
markets, the financial advisors together with the policymakers will be able to develop more effective measures
in order to set investors on the right path toward achieving their financial goals. In the long run, additional
researches should be carried on to scrutinize the complicated nature of investor behavior and discover more
appropriate methods of increasing good financial results for people in the challenging present as well as
continuous future.
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