
Chapter Title Page

Chapter 
1

Behavioral Finance and the Indian Investor: Psychology Behind 
Market Decisions 3

1.1 Behavioral Finance 3
1.1.1 Behavioral Biases 4
• Heuristics 4
• Overconfidence 5
• Mental Accounting 6
• Framing 7
• Representativeness 7
• Conservatism 7
• Disposition Effect 8
• Herding 8
• Regret 9
1.2 Investor 9
1.3 Investment 10
1.4 Investment Decisions 11
1.4.1 Objectives of Investment in Securities 11
1.4.2 Classification of Investments 12
1.4.3 Features of an Ideal Investment Programme 12
1.4.4 Process of Investment Decisions 14
1.5 Investment Avenues 16
1.6 Personality Traits 19
• Agreeableness 20
• Extroversion 20
• Conscientiousness 21
• Openness to Experience 21
• Neuroticism 22
1.7 Emotional Intelligence 22
1.8 Risk Tolerance 24
1.9 Demographic Attributes 24
1.10 Stock Market 25
1.10.1 Functions of Stock Market 25
1.11 Significance of the Study 27
Objectives of the Study 27

Chapter 
2 Review of Literature 28

2.1 Investment Decisions and Stock Market 29
2.2 Personality Traits and Behavioral Biases 31



2.3 Risk Tolerance 33
2.4 Emotional Intelligence 34
2.5 Micro Behavioral Finance 35
2.6 Heuristic Theory 36
2.6.1 Overconfidence Heuristic 36
2.6.2 Representativeness Heuristic 38
2.6.3 Anchoring Heuristic 41
2.6.4 Availability Heuristic 44
2.7 Prospect Theory 47
2.7.2 Regret Aversion 49
2.7.3 Mental Accounting 51
2.7.4 Self-Control 54
2.8 Market Efficiency 56
2.8.1 Fundamental Anomalies 57
2.8.2 Technical Anomalies 60
2.8.3 Calendar Anomalies 64
2.9 Investment Performance 66

Chapter 
3 Research Methodology 70

3.1 Need of the Study 74
3.2 Research Gap 75
3.3 Objectives of the Study 77
3.4 Hypotheses of the Study 77
3.5 Study Variables 78
3.6 Sampling Technique and Research Design 79–89
3.7 Measurement Development 90
3.8 Prospect Factors toward Stock Market Anomalies 96
3.10 Data Analysis 97
3.11 Reliability and Validity 98
3.12 Limitations of the Study 99

Chapter 
4 Data Analysis and Interpretation 101

Demographic Profile of Respondents 102

Questionnaire Analysis 109–15
3

Hypothesis Testing 163
Chapter 
5 Findings and Suggestions 165

5.1 Findings 165
5.2 Suggestions 167

Chapter 
6 Conclusion and Future Directions 169



6.1 Conclusion 169
6.2 Recommendation 170
6.3 Scope for Future Research 173


