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ABSTRACT 

Investment decision making process of every individual is affected by many behavioral 

factors and it has been proven by many researchers by their various studies. Behavioral finance 

has given a name to these factors as behavioral biases of investors which may be different among 

the investors on several bases. The present study is an attempt to study mainly four behavioral 

biases i.e. Confirmation, Representative, Herding and Familiarity bias of male and female 

individual investors in India. Data has been collected by sending structured questionnaire online 

and offline from 120 individual investors (60 male and 60 female) who are making investment in 

Indian stock market. In the questionnaire total forty questions has been put including the 

questions related to demographic profile and behavioral biases of investment. For the data 

analysis purpose “ANOVA Two Factor with Replication” has been applied. The results of the 

study could be useful for both individual as well as the group investors because the study 

provides an insight of the behavioral biases of investors which become hurdles in their way of 

making correct investment decisions to increase their investment returns.  

Key Words: Investment Behavior, Male and Female Investors, Confirmation,Representativeness, 

Herding and Familiarity Bias. 

 
I. INTRODUCTION 

Investor behavior often deviates from logic and reason, and investors display many behavioral 

biases that influence their investment decision-making processes. The decision-making process of 

investors incorporates both a quantitative (objective) and qualitative (subjective) aspect that is based on 

the features of the investment product or financial service. In practice, individuals make judgments and 

decisions that are based on past events, personal beliefs, and preferences. They establish short cuts or 

heuristics that can save time but lead them away from rational, long-term thinking.  

The field of investor behavior attempts to understand and explain decisions by combining the 

topics of psychology and investing on a micro level (i.e., the decision process of individuals and groups) 

and a macro level (i.e., the role of financial markets). Investor behavior examines the mental processes 

and emotional issues that individuals, financial experts, and traders reveal during the financial planning 
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and investment management process. Emotional processes, mental mistakes, and individual personality 

traits complicate investment decisions. Thus, investing is more than just analyzing numbers and making 

decisions to buy and sell various assets and securities. Behavioral biases in investing encompass many 

types. For example, cognitive biases refer to tendencies to think and act in certain ways. A cognitive bias 

can be viewed as a rule of thumb or heuristic, which can lead to systematic deviations from a standard of 

rationality or good judgment. Some controversy still exists about whether some of these biases are truly 

irrational or whether they result in useful attitudes or behavior. Other biases are more emotional in 

nature. An emotional bias is one that results in taking action based on feelings instead of facts. Given that 

some overlap exists between cognitive and emotional biases, we simply call them behavioral biases.  

Understanding investor behavior can inform investors about these biases and help them improve 

their decision-making processes in selecting investment services, products, and strategies. Thus, by 

avoiding behavioral biases investors can more readily reach impartial decisions based on available data 

and logical processes. In the present study the following behavioral biases has been analyzed: 

Confirmation Bias: It is the tendency to search for, interpret, favor, and recall information in a 

way that confirms one's preexisting beliefs or hypotheses. It is a type of cognitive bias and a systematic 

error of inductive reasoning. People pick out those bits of data that make them feel good because that 

confirm their prejudices. Thus, they may become prisoners of their own assumptions. . The effect is 

stronger for emotionally charged issues and for deeply entrenched beliefs. This bias leads the individual to 

stop gathering information when the evidence gathered so far confirms the views (prejudices) one would 

like to be true.An investor, having confirmation bias, may have a belief about market conditions and 

gravitate toward information sources that confirm that belief. Oftentimes, it happens when we attach an 

emphasis to the outcomes we desire, such as investing too much in the stock of the company you work 

for, which also reduces your diversification. The best way to overcome this bias is to consider 

information from multiple sources. 

Representativeness Bias: Tversky and Kahneman defined representativeness as "the degree to 

which [an event] (i) is similar in essential characteristics to its parent population, and (ii) reflects the salient 

features of the process by which it is generated". When people rely on representativeness to make 

judgments, they are likely to judge wrongly because the fact that something is more representative does 

not actually make it more likely. The representativeness heuristic is simply described as assessing similarity 

of objects and organizing them based around the category prototype (e.g., like goes with like, and causes 

and effects should resemble each other).This heuristic is used because it is an easy computation. The 

problem is that people overestimate its ability to accurately predict the likelihood of an event. Thus, it can 

result in neglect of relevant base rates and other cognitive biases. 

Representativeness results in investors labeling an investment as good or bad based on its recent 

performance. Consequently, they buy stocks after prices have risen expecting those increases to continue 

and ignore stocks when their prices are below their intrinsic values. Investors should have a clearly 

defined analytical process that they test and retest in order to refine and improve it over the long run. 

Herding Bias:  Herd behavior describes how individuals in a group can act collectively without 

centralized direction. It is the propensity of investors to mimic the crowd without taking into 

consideration their own judgment. The term can refer to the behavior of animals in herds, packs, bird 

flocks, fish schools and so on, as well as the behavior of humans in demonstrations, riots and general 

strikes, sporting events, religious gatherings, episodes of mob violence and everyday decision-making, 

judgment and opinion-forming. 

Investors that buy when the market is high and sell when the market is down are more than likely 

to be influenced by the herd mentality. This bias occurs when individuals are influenced by their peers to 

follow trends, purchase items and adopt certain behaviors, even if it is not in their best interest. It is 

important to stop and ask yourself why you are making this financial decision, and looking to see if it 

aligns with your financial plan. Doing so will go a long way in helping ensure that the actions you are 

taking are actually right for you, not for someone else. 
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amiliarity Bias: The familiarity heuristic was developed based on the discovery of the availability 

heuristic by psychologists Amos Tversky and Daniel Kahneman. It happens when the familiar is favored 

over novel places, people, or things. The familiarity heuristic can be applied to various situations that 

individuals experience in day-to-day life. When these situations appear similar to previous situations, 

especially if the individuals are experiencing a high cognitive load, they may regress to the state of mind in 

which they have felt or behaved before. In the investment, this bias occurs when investors have a 

preference for familiar investments despite the seemingly obvious gains from diversification. Investors 

display a preference for local assets with which they are more familiar (local bias) as well portfolios tilted 

toward domestic securities (home bias). An implication of familiarity bias is that investors hold 

suboptimal portfolios. To overcome this bias, investors need to cast a wider net and expand their 

portfolio allocation decisions to gain wider diversification and risk reduction. Investing internationally 

helps to avoid familiarity bias. 

1.1 Objectives of the Study 

 The following are the main objectives of the present study: 

1. To study the behavioral biases of investors in India. 

2. To analyze the differences in four behavioral biases Confirmation, Representativeness, Herding 

and Familiarity between male and female Indian investors. 

3. To suggest some measures to the investors for mitigating or overcoming the adverse of 

behavioral biases on their investment decisions. 

II. REVIEW OF LITERATURE 

 The following literature has been reviewed for the present study 

.Alrabadi D.W.H et.al (2018) investigated the existence of behavioral biases at Amman stock 

exchange. The results of the study have shown a statistically significant effect of overconfidence, 

familiarity, loss aversion, disposition, availability, confirmation and herding bias on investment 

performance, however no significant difference was found between male and female investment biases. 

Singh H.P et. al. (2016) revealed in their study that individuals' investment decisions were not 

fully rational. Investors were found to be prone towards behavioral biases tested in this study. Gender 

effect was found to be statistically significant in case of overconfidence bias, self-attribution bias, and 

regret avoidance bias.  

Rastogi Shailesh (2015) found in his study that five investment behavioral biases out of six exist 

among individual investors but they were not found different (except loss aversion bias) on the basis of 

occupation and gender between male and female investors 

Mishra K.C & Matilda M.J (2015)  showed through the findings of his study that overconfidence 

was higher among men than women and increased with investment experience and education. Self-

attribution increased with education, but there was no significant association between self-attribution bias 

and gender, as also between self-attribution bias and investor's experience. The findings have also shown 

a significant association between self-attribution and overconfidence. 

Bashir et.al (2013) investigated the influence of behavioral biases such as overconfidence bias, 

control bias, loss aversion bias, confirmation bias, and familiarity bias on business students' prediction 

regarding return on investment and their resulting investment decisions. The main finding of the research 

was that males were more subject to overconfidence bias, control bias, and confirmation biases than 

women. 
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III. RESEARCH METHODOLOGY 

   The present study is a descriptive study where data have been collected from a sample of 120 

individual investors (60 males, 60 females) from the Indian individual investors by using structured 

questionnaire, out of which 100 could be used for the analysis purpose as we have received 50 responses 

from females and 57 from males so for the equal distribution of male and female investors 50 male and 

50 female responses has been analyzed. Five point likert scale has been used for the questions, related to 

investment decisions. Questionnaire has been divided in two parts, the first part contained the questions 

related to investors’ demographic profile and the second part contained the questions regarding the 

investment decision making, keeping in consideration the influence of four behavioral biases i.e. 

Confirmation, Representativeness, Herding and familiarity. As the main objective of this study is to 

analyze the difference in the behavioral biases of male and female investors in India ANOVA Two Factor 

with Replication test is applied. 

IV. ANALYSIS AND RESULTS 

The following hypothesis has been formed for the present study: 

Ho: There is no significant difference in the investment behavioral biases i.e. Confirmation, 

Representativeness, Herding and Familiarity between male and female investors in India. 

H1: There is a significant difference in the investment behavioral biases i.e. Confirmation, 

Representativeness, Herding and Familiarity between male and female investors in India. 

Table 1 

Demographic Profile of the Investors 

                                                          Age Group 

Gender 26 - 35 36 - 50 51 - 65 Over 65 Grand Total 

Female 22% 56% 14% 8% 50 

Male 8% 64% 14% 14% 50 

Grand Total 15 60 14 11 100 

 Marital Status  

Gender Single Married Divorced Grand Total  

Female 28% 60% 12% 50  

Male 10% 86% 4% 50  

Grand Total 19 73 8 100  

 Education Group  

Gender UG/Graduation 
Degree 

PG Others Grand Total  

Female 24% 50% 26% 50  

Male 26% 44% 10% 50  

Grand Total 35 47 18 100  

 Occupation  

Gender Salaried Business Others Grand Total  

Female 68% 24% 8% 50  

Male 70% 28% 2% 50  

Grand Total 69 26 5 100  

 Average Monthly Income ( In Rupees )  

Gender ₹10000 - ₹30000 ₹30000 - ₹50000 More Than ₹50000 Grand Total  

Female 8.00% 36.00% 56.00% 50  

Male 10.00% 24.00% 66.00% 50  

Grand Total 9 30 61 100  

The above Table: 1 shows the demographic profile of investors who have responded the 

questionnaires. Out of all the age groups the maximum number of participants belonged to the age group 

of 36- 50 years (Female: 56%, Male: 64%) and the minimum number of females (8%) belonged to above 

65 and in regard of males the minimum belonged to 26-35 years(8%). Most of the respondents were 

married (Female: 60%, Male: 86%). The education of most of the respondents was PG (Female: 50%, 

Male: 44%) and most of them were salaried (Female: 68%, Male: 70%). Average monthly income of most 

of the respondents was more than 50,000 (Female: 56%, Male: 66%).  
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                                                           Table 2 

                                       Anova; Two-Factor with Replication  

  Confirmation Representativeness Herding  Familiarity Total 
 Count 50 50 50 50 200 

 Sum 146 160 172 176 654 
 Average 2.92 3.2 3.44 3.52 3.27 
 Variance 0.73 1.31 1.19 1.03 1.10 
      

 
Female Investors 

      Confirmation Representativeness Herding Familiarity Total 
 Count 50 50 50 50 200 
 Sum 227 161 174 189 751 
 Average 4.54 3.22 3.48 3.78 3.76 
 Variance 0.25 1.20 1.40 1.20 1.24 
 

  
Total 

    
       Count 100 100 100 100 

  Sum 373 321 346 365 
  Average 3.73 3.21 3.46 3.65 
  Variance 1.15 1.24 1.28 1.12 
  

  
Anova 

    
       Source of 

Variation SS df MS F P-value F crit 

Gender 23.52 1 23.52 22.68 3E-06 3.87 

Behavioral 
Biases 16.05 3 5.35 5.16 0.0017 2.63 

Interaction 43.83 3 14.61 14.09 1E-08 2.63 

Within 406.54 392 1.04 
   Total 489.94 399 

    Table: 2 results indicates that there is a significant difference between male and female investors 

behavioral bias as the statistical results of the four behavioral investment biases, chosen for the present 

study show that the mean values of all the four biases were more for female investors (mean-3.76, 

variance-1.24) than male investors (mean-3.27, variance- 1.1). Apart from this the Anova table results 

indicates that F calculated values of Gender and Behavioral biases and interaction between the two are 

more than F critical values as well as the P value is less than alpha level which is 0.05 so we have to reject 

the null hypothesis that there is no significant difference in the investment behavioral biases of male and 

female investors. 

V. CONCLUSION & SUGGESTIONS 

  The demographic data of the present study has not shown much difference between male and 

female investors demographics regarding the maximum number of participants as the maximum 

participation of both male and females belonged to the same age groups, marital status, education group, 

occupation group and income group but the minimum number of participants were different in the age 

group, marital status and education group. 

The mean values and Anova test results have shown clearly behavioral biases does exist in the 

investment decisions of all the individual investors in India while female investors are more effected from 

all the four behavioral biases i.e. Confirmation, Familiarity, herding and Representativeness  (chosen for 

the study) than male investors. 

Therefore it is suggested that the investors must try to be aware regarding their investment 

behavioral biases by acquiring knowledge of behavioral finance and the financial market anomalies for 

getting rid of the adverse effects of these biases on their investment decisions as well as the government 



Fozia Mehtab & Dr. H. Nagaraj 

                                                                                                                                                     
                                                                                                                                                                22 

     22 

 

Emperor International Journal of Finance and Management Research 

Emperor International Journal of Finance and Management 

Research 

of India should try to provide more and more financial market information and knowledge of behavioral 

finance to all the investors by conducting some workshops and seminars at free of cost participation. 

There must be made some efforts at college levels for making the Degree and Post graduate level 

students aware about the behavioral biases and investment decision making so that they could prepare 

themselves for making the correct investment decisions in their future which would be ultimately fruitful 

for the whole country.  

VI. BIBLIOGRAPHY 

1. Adetiloye, K. A. (2012). Investors' Behavioral Biases And The Security Market: An Empirical 

Study Of The Nigerian Security Market . Accounting and Finance Research, Vol. 1,No. 1.  

2. Selvam V & Nazar A (2015) “An Empirical Analysis on Perception of Investors’ Towards 

Various Investment Avenues”, Mediterranean Journal of Social Sciences MCSER Publishing, 

Rome-Italy 6: 427-435. 

3. Maxfield, S, Shapiro, M, Gupta, V & Hass, S. (2010). Gender and risk: women, risk taking and 

risk aversion, Gender in Management: An International Journal, Vol. 25, Issue- 7, pp.586 – 604. 

4. Miller, L & Ubeda, P. (2012). Are women more sensitive to the decision-making context? Journal 

of Economic Behavior & Organization, pp.98–104. 

5. Graham, J. F, Stendardi E.J & Myers J.K. (2002). Gender differences in investment strategies: an 

information processing perspective, International Journal of Bank Marketing, Vol. 20. Issue -1, 

pp.17 – 26. 

6. Chandra, A. & Kumar, R (2012) “Factors Influencing Indian Individual Investor Behaviour: 

Survey Evidence”, Decision, vol. 39, no. 3, pp. 141-167. 

7. H. Shefrin (2002), Beyond Greed and Fear : Understanding Behavioural finance and the 

Psychology of Investing, Oxford University Press, ABD, Pg 18.  

8. Baker, H. K. & Ricciardi, V. (2014). Investor Behavior: The Psychology of Financial Planning 

and Investing, ISBN: 978-1-118-49298-7, 640 pages, Washington, Wiley. 

9. Wood, A. S. (2010). Behavioral Finance and Investment Management, Research Foundation 

Publications. 

10. Aboah J (2015) “Investors’ perception towards small medium enterprises investment in Africa”. 

International journal of economics, commerce and management 3: 1-18. 

11. Xiaofeng Wu. (2009). A Research Survey Of Behavioral Biases Of Investment Finance. 

International Journal of Business and Management, Vol. 4, No. 11. 

12. Allen, D. W. and Evans, A. D. (2005). Bidding and overconfidence in experimenting financial 

markets. Journal of Behavioral Finance, 6 (3), 8–120 

13. Danes, S. M  &  Haberman, H. (2007) Teen Financial Knowledge, Self-Efficacy, and Behavior: A 

Gendered View, Journal of Financial Counseling and Planning, Vol. 18, No. 2,  

14. Khan. Et.al. (2017) “Impact Of Overconfidence And Loss Aversion Biases On Investment 

Decision: Moderating Role Of Risk Perception” International Journal of Transformation in 

Accounting, Auditing & Taxation, Vol No 1. 

15. J.M. Prosad, S. Kapoor And J. Sengupta (2013) “Impact of Overconfidence and the Disposition 

Effect on Trading Volume; An Empirical Investigation of Indian Equity Market ”, International 

Journal of Research in Management and Technology, vol. 3, no. 4, pp. 109-116. 

16. J. Park, P. Konana, A. Kumar and R. Raghunathan. (2010). Confirmation Bias, Overconfidence, 

and Investment Performance: Evidence from Stock Message Boards.  

 

  


