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Behavioural biases in investment
decision making – a systematic

literature review
Satish Kumar and Nisha Goyal
Management Studies department,

Malaviya National Institute of Technology, India

Abstract
Purpose – The purpose of this paper is to systematically review the literature published in past 33
years on behavioural biases in investment decision-making. The paper highlights the major gaps in the
existing studies on behavioural biases. It also aims to raise specific questions for future research.
Design/methodology/approach – We employ systematic literature review (SLR) method in the
present study. The prominence of research is assessed by studying the year of publication, journal of
publication, country of study, types of statistical method, citation analysis and content analysis on the
literature on behavioural biases. The present study is based on 117 selected articles published in peer-
review journals between 1980 and 2013.
Findings – Much of the existing literature on behavioural biases indicates the limited research in
emerging economies in this area, the dominance of secondary data-based empirical research, the lack of
empirical research on individuals who exhibit herd behaviour, the focus on equity in home bias, and
indecisive empirical findings on herding bias.
Research limitations/implications – This study focuses on individuals’ behavioural biases in
investment decision-making. Our aim is to analyse the impact of cognitive biases on trading behaviour,
volatility, market returns and portfolio selection.
Originality/value – The paper covers a considerable period of time (1980-2013). To the best of
authors’ knowledge, this study is the first using systematic literature review method in the area of
behavioural finance and also the first to examine a combination of four different biases involved in
investment decision-making. This paper will be useful to researchers, academicians and those working
in the area of behavioural finance in understanding the impact of behavioural biases on investment
decision-making.

Keywords Herding, Home bias, Overconfidence, Disposition effect, Behavioural biases

Paper type Literature review

1. Introduction
Standard finance, also known as traditional finance, is based on various theories and
principles, for example the arbitrage principles of Miller & Modigliani; the portfolio
principles of Markowitz; the capital asset pricing theory of Sharpe, Lintner & Black; and
the option-pricing theory of Black, Scholes & Merton. According to these approaches,
markets and market agents are efficient and systematic. The efficient market
hypothesis (EMH) states that in an efficient market, all the available information is
incorporated while estimating the prices of financial assets. EMH is based on the belief
that investors behave rationally in the financial market. In decision-making, investors
have to choose a course of action among various alternatives in the world of uncertainty.
The expected utility theory (EUT) proposes that investors behave rationally by judging
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all the alternatives on the basis of their utility and the associated risk and make a
balanced decision. After the energy crisis of the 1970s, empirical studies (Kahneman and
Tversky, 1979) found results that were inconsistent with EMH and EUT.

In the 1980s, behavioural finance emerged as a new concept combining behavioural
and psychological aspects in economic and financial decision-making. Behavioural
finance challenges the efficient market perspective and helps to understand why
investors behave in a particular manner while investing in financial assets. Kahneman
and Tversky (1979) developed the prospect theory[1], which is an alternative to EUT in
explaining decision-making under uncertainty. Behavioural finance suggests that the
investment decision-making process is influenced by various behavioural biases that
encourage investors to deviate from rationality and make irrational investment
decisions.

This is a comprehensive review of the behavioural biases in investment
decision-making with a focus on individual investors. To our knowledge, till date, there
is no systematic literature review of behavioural biases in which different biases have
been examined in a single study. Here, we have considered four common biases that can
creep into the investment decision-making process:

(1) overconfidence;
(2) disposition effect;
(3) herding bias; and
(4) home bias/familiarity bias.

There are only a very few empirical studies on herding behaviour of individual
investors.

Thus, the main objectives of this study are as follows:
• to synthesise the existing literature on behavioural biases in a systematic manner;
• to identify the causes of these behavioural biases and their consequences on an

individual’s investment choice;
• to explore the impact of these behavioural biases in the investment

decision-making process; and
• to identify the research gaps and future directions for research in this area.

The remainder of this paper is structured as follows:
• we explain the theoretical background of different behavioural biases and

investment decision-making;
• we describe the methodology adopted for the systematic literature review.

Further, we discuss the classification scheme and the literature; and
• we outline the findings and research gaps and then conclude with the future

directions for research.

2. Behavioural biases and investment decision-making
In this section, we explain the theoretical background of behavioural biases involved in
investors’ investment decision-making. How do investors behave? Why do investors
behave in a particular manner? To answer these questions, a relatively new concept,
behavioural finance, emerged in the fields of economics and finance in the 1980s.
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Behavioural finance studies the psychological aspect of financial decision-making and
explains the irrationality of investors in investment decision-making. Usually, the
investor’s behaviour deviates from making rational or logical decisions and leans
towards being influenced by various behavioural biases. These biases influence the
investor’s rationality in investment decision-making. Kahneman and Tversky (1979)
developed prospect theory and explained that the investor’s decision-making is based
on potential gains and losses rather than on final outcomes. This phenomenon occurs
because of the cognitive biases that affect the judgement of these gains and losses.
Investors show various types of behavioural biases, and we have reviewed four biases in
the following sections.

2.1 Overconfidence
Overconfidence is a well-established and common bias that makes people too confident
about their knowledge and skills and ignore the risk associated to investment Earlier
studies in this area have explained how the overconfidence bias influences rational
decision-making behaviour. Odean (1999) explained that investors with discount
brokerage accounts become overconfident and engage in excess trading. However,
Odean (1999) also proposed that because of excess trading, the realised gains are not
sufficient to cover the transaction cost. Similarly, Barber and Odean (2000) analysed the
data set of 78,000 households at a large discount brokerage house firm in the USA and
found that excessive trading realised less returns. Further, various empirical studies
have been conducted in this field, for example Daniel et al. (1998), Barber and Odean
(2001), Statman et al. (2006), and Weber and Camerer (1998).

2.2 Disposition effect
Disposition effect is another important behavioural bias wherein investors are more
prone to selling the winning stock and tend to hold on to the loss-making asset. Odean
(1998) observed that at the end of the year, because of tax motivation, investors are more
willing to sell the loss-making assets. Shefrin and Statman (1985) developed a theoretical
framework concerned with selling of the winning stock and holding on to the
loss-making asset, which is supported by empirical evidence also. Further, in various
research studies (Frazzini, 2006; Weber and Camerer, 1998; Barberis and Xiong, 2009),
empirical evidence for the disposition phenomenon has been generalised.

2.3 Herding
Herding refers to the situation wherein rational people start behaving irrationally by
imitating the judgements of others while making decisions. There can be numerous
reasons for herd behaviour being exhibited among different types of investors.
Individual investors tend towards demonstrating herd behaviour because they follow
the decisions of a large group or noise traders. Analysts may herd their past experiences/
decisions or imitate others to protect their reputational or compensation concern. Lee
et al. (2004) reported that individual investors are more inclined to adopting herding
behaviour than are institutional investors. Further, some significant studies (Grinblatt
et al., 1995; Lakonishok et al., 1992; Wermers, 1999) have been conducted on the herd
behaviour in investment decision-making.
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2.4 Home bias
Home bias, also termed equity home bias, refers to the situation wherein individuals or
institutions prefer to hold on to domestic securities rather than to foreign assets in their
portfolio. It is also known as the equity home bias puzzle because returns realised
through domestic equity portfolio implies that more potential benefits are derived from
the international diversification of portfolio. Initially, French and Poterba (1991) and
Tesar and Werner (1995) analysed equity home bias in their studies. The possible
reasons behind home bias may be investment barriers, transaction costs, information
asymmetry, inflation hedging and non-tradable assets. Various research studies have
elucidated that there are no conclusive explanations for home bias, so it remains a puzzle
among market participants. Coval and Moskowitz (1999), Lewis (1999), Tesar and
Werner (1995) and Ahearne et al. (2004) have also contributed by giving insightful
meaning in the area of home bias.

3. Data and methodology
We adopted the systematic literature review methodology to review and analyse articles
related to behavioural biases in investment decision-making. A diagrammatic
representation of this methodology is shown in Figure 1.

3.1 Strategy for the literature search
We established search criteria for the systematic literature review and conducted a
search by identifying relevant keywords, time frame, various databases and by
developing other inclusion and exclusion criteria. We used EBSCO, Emerald and other
database (Google Scholar) for the literature search and the following keywords:
overconfidence in individual investors’ decision-making, disposition effect in individual
investors’ decision-making and home bias and herding bias in individual investors’
decision-making. This paper spans a time horizon of around three decades (1980-2013).
The year 1980 was considered as the initial year for search because in 1979, Kahneman
and Tversky (1979) developed the prospect theory, which was the first theoretical base
of behavioural finance, and empirical studies in this area have been conducted only after
1980. Further, we considered the following articles for inclusion in our study:

• articles published in peer-reviewed journals;
• articles published only in English and with full-text access;

Identification of Objectives 

Classification and Analysis of Articles 

Dissemination of findings and agenda for Future Research 

Selection of Research Articles 

Figure 1.
Methodology for the
systematic literature

review
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• different article types including research paper, case study, review paper,
conceptual paper and working paper; and

• articles having the search keywords in the article title, keywords or abstract.

We conducted the database search in October 2013, and it included all the articles that
satisfied the above-mentioned search criteria. We found several articles on the basis of
our search criteria. After reviewing the title and abstract, we included 117 articles for the
review. Out of these articles, we considered Barber and Odean (1999) twice because this
paper explained both overconfidence and the disposition effect, and we therefore
independently classified it under both the biases. Table I shows our database search
protocol.

4. Classification and analysis of the literature
In this section, we have systematically classified the 117 selected research studies on the
basis of publication year, journal title, location of study, type of research and data,
statistical techniques, etc. Thus, in this context, it will be expedient to understand the
literature available on the behavioural biases in investment decision-making.

4.1 Year of publication
Figure 2 shows the distribution of articles published from 1980 to 2013. It can be seen
that there has been an increasing interest in this topic mainly in the past decade. During
1980 to 2003, very few studies were conducted on these behavioural biases. The
increasing number of studies conducted elucidate that behavioural approach has been
considered in the investors’ financial decision-making.

4.2 Journal of publication
The literature was analysed with respect to the journal of publication to identify
important journals in this area. Results revealed that the data set of 117 articles is spread
over 52 journals. Seventeen journals had two or more published articles, and these are
shown in Figure 3. The remaining journals had only one published article each. The 17
journals comprise around 67 per cent of the journals covered in this study. Figure 3
shows that the top two journals in terms of the number of research articles published are
The Journal of Finance and The Journal of Behavioural Finance, with 18 and 12 articles,
respectively. It also shows that these journals had articles related to all the biases
considered in this study.

Table I.
Database search
protocol

Database Date of search Time frame
No. of articles No. of selected articles

Oa D.E.b Hec Hod Oa D.E.b Hec Hod Total

EBSCO October 2013 1980–2013 120 427 72 119 19 26 27 23 95
Emerald October 2013 1980–2013 71 15 31 23 3 1 2 2 8
Others October 2013 1980–2013 – – – – 2 4 4 4 14
Total 24 31 33 29 117

Notes: a Overconfidence bias; b disposition effect; c herding bias; d home bias
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4.3 Country of sample data collection
Table II gives the frequency of countries from where the sample data have been obtained
in the articles selected for the review. The classification showed that the majority of
studies involved totally 23 single countries, whereas a few studies were conducted in
multiple countries. From Table II, it is clear that the majority of studies have been
conducted in developed countries, especially in the USA and Australia, while there is a
dearth of studies in developing countries such as India, Pakistan and China. Table II also
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shows that the majority of studies conducted in multiple countries are related to home
bias in investment decision-making.

4.4 Type of study and data
Analysis of the literature on the basis of the type of research study and data helps to
identify the focus of past research. Figure 4 shows the distribution of the type of study
along with the type of data collected in the selected articles. We have classified the
research studies into five categories: empirical, descriptive, analytical, conceptual and
others. In empirical research, we have included studies based on observations or
experiments, while in conceptual research, we have included articles related to the
development of some model or theory. In descriptive research, we have included studies
that are related to surveys or fact findings, and analytical research consists of studies
that have analysed previously available model or facts. We have placed a few studies in
the category named “others”, which includes review papers. Figure 4 shows that the
majority of studies, that is 99, are empirical in nature, and that most of them are based on
secondary data. Our analysis shows that secondary data have been generally collected
through discount brokerage house firms or from different databases and are
longitudinal in nature. There are very few research studies that are based on primary
data or that are qualitative in nature.

Table II.
Frequency
distribution based on
country of sample
data collection

Country Overconfidence Disposition effect Herding Home bias Grand total %

Australia 1 2 3 2.56
Austria 1 1 0.85
Brazil 1 1 0.85
Canada 1 1 0.85
China 1 1 0.85
Finland 3 2 5 4.27
Germany 1 1 2 1.71
India 1 1 0.85
Indonesia 1 1 2 1.71
Iran 1 1 0.85
Israel 1 1 2 1.71
Italy 1 1 2 1.71
Japan 1 1 0.85
Korea 1 1 2 1.71
Malaysia 1 2 3 2.56
New Zealand 1 1 0.85
Pakistan 1 1 0.85
Portuguese 1 1 0.85
Spain 3 3 2.56
Sweden 2 1 3 2.56
Taiwan 2 2 4 8 6.84
UK 1 2 1 4 3.42
USA 9 13 15 8 45 38.46
Multiple countries 1 14 15 12.82
Not mentioned 1 3 2 2 8 6.84
Grand total 24 31 33 29 117 100.00
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Further, Table III shows that there is infrequent use of primary data (experimental and
survey)-based studies in this research area. Only 21 out of the total 117 studies are based
on primary data, whereas the others are based on secondary data. An increase in the
trend of primary data-based studies has been seen only in the past decade. Thus, there
is more scope to judge the behavioural aspect of investors in financial decision-making
based on primary data.

4.5 Statistical techniques/methods
In this section, we have analysed the selected articles with respect to the statistical
techniques used in the respective studies. Such an analysis provides information about
the most popular and widely used techniques in this area of research. Table IV gives the
frequency of statistical techniques used in the selected research articles, and it shows
that regression analysis is the most popular and frequently used technique. Table IV
shows that 77 of the 117 articles used regression analysis as a statistical tool. Various
types of regressions, such as cross-sectional, logit, ordinary least squares, linear
regression, panel regression and lead lag regression, were used. A few studies applied
multiple approaches including a combination of techniques such as analysis of variance,
chi-square, t-statistics and structural equation modelling. Some articles were included in
the “others” category, which mostly consisted of conceptual and analytical papers.

4.6 Citation analysis
In this section, we analysed the selected articles with respect to their citation in other
publications to identify the most relevant and important papers available on
behavioural biases. We used Google Scholar to find the citations. We found that 108 of
the 117 selected articles were cited elsewhere. This shows that most of the selected
research articles are relevant and important in our research area. We did not find any
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citations for nine articles that were published recently (during 2012 or 2013). Table V
presents the articles on different behavioural biases with respect to their citations. To
avoid having a long list of articles, we have shown only those articles that have more
than 100 citations on different biases. Totally, 42 such articles were found. Daniel et al.
(1998) is the most cited (3507) article on overconfidence bias, followed by Barber and
Odean (2001), Barber and Odean (2000) and Odean (1999). Odean (1998), Grinblatt et al.
(1995) and Coval and Moskowitz (1999) are the most cited articles on disposition effect,
home bias and herding bias, respectively.

Table III.
Articles by their year
of study and type of
data

Year Primary Secondary Total

1985 1 1
1988 1 1
1992 1 1
1994 4 4
1995 2 2
1996 2 2
1998 1 2 3
1999 7 7
2000 3 3
2001 1 1
2002 1 1
2003 2 2
2004 9 9
2005 3 5 8
2006 3 7 10
2007 6 6
2008 1 11 12
2009 2 6 8
2010 4 9 13
2011 1 7 8
2012 3 8 11
2013 3 1 4
Grand Total 21 96 117

Table IV.
Frequency of the
statistical techniques
used in the articles

Techniques/Methods No. of articles %

ANOVA 1 0.85
Correlation analysis 5 4.27
Log linear analysis 1 0.85
Mann–Whitney U-test 1 0.85
Regression analysis 77 65.81
Simulation 2 1.71
Structural equation modelling 2 1.71
t-statistics 10 8.55
Multiple techniques 7 5.98
Others 11 9.40
Grand total 117 100.00
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Table V.
Articles listed

according to their
citations

Sr no. Article No. of citations

Overconfidence bias
1 Daniel et al. (1998) 3,507
2 Barber and Odean (2001) 2,037
3 Barber and Odean (2000) 1,709
4 Odean (1999) 1,469
5 De Bondt and Thaler (1994) 597
6 Statman et al. (2006) 395
7 Barber and Odean (1999) 288
8 Grinblatt and Keloharju (2009) 211
9 Doukas and Petmezas (2007) 182

Disposition effect
10 Odean (1998) 2,275
11 Shefrin and Statman (1985) 1,857
12 Barber and Odean (2008) 1,142
13 Weber and Camerer (1998) 489
14 Frazzini (2006) 337
15 Ferris et al. (1988) 219
16 Barberis and Xiong (2009) 217
17 Calvet et al. (2009) 155
18 Gomes (2005) 149
19 Dhar and Zhu (2006) 117

Herding bias
20 Grinblatt et al. (1995) 1,488
21 Lakonishok et al. (1992) 1,362
22 Wermers (1999) 1,188
23 Nofsinger and Sias (1999) 917
24 Trueman (1994) 635
25 Sias (2004) 474
26 Hirshleifer et al. (1994) 473
27 Hirshleifer and Teoh (2003) 450
28 Clement and Tse (2005) 305
29 Dennis and Strickland (2002) 215
30 Avramov et al. (2006) 110
31 Lee et al. (2004) 105

Home bias
32 Coval and Moskowitz (1999) 1,353
33 Lewis (1999) 1,122
34 Tesar and Werner (1995) 1,013
35 Ahearne et al. (2004) 614
36 Cooper and Kaplanis (1994) 566
37 Pastor (2000) 339
38 Bohn and Tesar (1996) 316
39 Van Nieuwerburgh and Veldkamp (2009) 293
40 Bradshaw et al. (2004) 264
41 Strong and Xu (2003) 171
42 Seasholes and Zhu (2010) 114
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4.7 Content analysis
Content analysis is defined as “a research technique for the objective, systematic,
and quantitative description of manifest content of communications” (Berelson,
1952). Content analysis provides information about the empirical findings of
previous research studies. In this section, we have systematically done content
analysis on different behavioural biases, namely, overconfidence, disposition effect,
herding bias and home bias, in investment decision-making.

4.7.1 Overconfidence. Table VI shows the empirical findings on overconfidence
bias in investment decision-making. The findings are classified into two categories,
i.e. demographic variables and trading behaviour, and individual’s psychological
aspect and trading patterns.

4.7.2 Disposition effect. Table VII shows the empirical evidence for disposition effect
in investment decision-making. The findings are divided into three categories:

(1) effect of tax consideration;
(2) demographic variables; and
(3) the return on investment.

4.7.3 Herding bias. Table VIII shows the empirical findings of herding behaviour in
investment decision-making. The empirical evidence is differentiated into four
categories:

(1) institutional investors;
(2) analyst recommendations;
(3) individual investors; and
(4) herding in the financial market.

Table VI.
Empirical findings
on overconfidence
bias in investment
decision-making

Effect Empirical findings

Demographic variables
and trading behaviour

Barber and Odean (2001) found that men are more overconfident and get
involved in excessive trading than women do. Further, Bhandari and
Deaves (2006) empirically supported the findings of Barber and Odean
(2001). Ekholm and Pasternack (2008) documented that large investors
react in a more positive manner to good news and vice versa than do
small investors. Moreover, past experience and age also significantly
influence the trading pattern of investors. Zaidi et al. (2012) stated that
investors’ past experience influences their behaviour and reflects in
overconfidence

Psychological aspect and
investment pattern
among individuals

Daniel et al. (1998) developed a theory by combining investors’
confidence and self-attribution bias. It was observed that investors react
more towards private information and thus become more confident. The
findings of Barber and Odean (2000) reveal that the overconfident
investor trades in excess that results in less returns. These findings are
more empirically consistent with those of Odean (1999), Statman et al.
(2006) and Grinblatt and Keloharju (2009)
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4.7.4 Home bias. Table IX shows the empirical findings on home bias in investment
decision-making. The findings are divided into institutional investors and home bias,
individual investors and the home bias puzzle and portfolio selection.

5. Findings and research gaps
In this section, we discuss the findings and identify research gaps on behavioural biases in
investment decision-making. As discussed above, behavioural finance has flourished in the
past three decades. We have made efforts to include all the relevant studies and identified the
following issues that are relevant to our research area.

5.1 Limited research in developing countries (emerging markets)
As the area of behavioural finance is relatively new, most of the empirical research
studies (Daniel et al., 1998; Barber and Odean, 2001; Barber and Odean, 2000; Odean,
1999; Odean, 1998; Grinblatt et al., 1995 and others) have been conducted in
developed countries, especially in the USA. The reason for this could be that in
developing countries, markets are emerging. Since the past decade, researchers

Table VII.
Empirical findings

on disposition effect
in investment

decision-making

Effect Empirical findings

Tax consideration
and disposition
effect

Shefrin and Statman (1985) considered four elements, namely, mental
accounting, regret aversion, self-control and tax consideration, while
studying disposition effect. Moreover, empirically, it has been
observed that disposition effect occurs in the financial market, and
tax consideration alone cannot explain the patterns of realised gains
and loss. Odean (1998) and Barber and Odean (1999) observed that
investors are prone to disposition effect, and some investors are
involved in tax-driven selling at the end of the financial year.
However, the findings of Ferris et al. (1988) are inconsistent with tax
loss selling

Demographic factors
and disposition
effect

Dhar and Zhu (2006) found that non-professional and low-income
individuals are more prone to getting influenced by disposition
effect. Moreover, the findings of Calvet et al. (2009) reveal that
educated and wealthier individuals are less inclined to being
influenced by disposition effect and can more efficiently rebalance
their portfolio. Da Costa et al. (2008) studied the disposition effect and
gender difference with a reference point. They documented that if the
previous price is considered as the reference point, then females are
less influenced by the disposition effect. Jordan and Diltz (2004)
empirically supported the theory that individuals have a tendency to
be influenced by the disposition effect

Investment returns
and disposition
effect

Goetzmann and Massa (2008) found that disposition effect is
negatively correlated with the stock returns, trade volume and
volatility. Moreover, Svedsater et al. (2009) stated that in the short
run, past returns are positively correlated with disposition effect,
whereas in the long run, past returns are negatively correlated with
disposition effect. Leal et al. (2010) suggested that in a bullish
market, investors are more inclined to being influenced by the
disposition effect than they are in a bearish market

99

Behavioural
biases

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)



Table VIII.
Empirical findings
on herding bias in
investment decision-
making

Effect Empirical findings

Institutional investors
and herding
behaviour

Lakonishok et al. (1992) found that US pension fund managers are inclined
to being less influenced by herd behaviour during the trade of large
stocks. Grinblatt et al. (1995) examined the US mutual fund for momentum
trading and herd behaviour and found that evidence is inconsistent for the
herding behaviour in trading. Wermers (1999) revealed very less evidence
of herding behaviour in US mutual funds in average stocks; however, in
the trade of small stocks, a higher level of herding exists. In the USA,
Nofsinger and Sias (1999) found a positive correlation between the
changes in institutional ownership and returns. Moreover, they also
suggested that institutional investors’ herd affects stock prices more than
that of individuals. Sias (2004) documented that the trading pattern of
institutional investors at a specific period follows that of the earlier period.
Dennis and Strickland (2002) found that in a highly volatile market,
institutional investors respond more than individual investors do in the
USA

Analyst
recommendations and
herding behaviour

Trueman (1994) found that analysts underestimate private information
signals, and their forecasts are based on prior earning expectations.
Hirshleifer et al. (1994) suggested a model for herding behaviour. They
analysed trading behaviour and acquisition of information when private
information becomes available to some investors before it becomes
available to others. In a related study, Dasgupta et al. (2011, 2011b)
showed through a model that because of reputational concern, fund
managers exhibit herding behaviour in their trades. Salamouris and
Muradoglu (2010) revealed a positive relationship between forecasting by
analysts and herding behaviour. Clement and Tse (2005) divided analysts’
earnings forecast into herding and bold forecasts and concluded that bold
forecasts are more accurate than herding

Individual investors
and herding
behaviour

Lee et al. (2004) documented that individual investors are more prone to
engaging in liquidity trades and herd behaviour, whereas institutional
traders are more prone to being informed traders in the Taiwan stock
exchange. Fernandez et al. (2011) found an interdependent relationship
between availability of information, investors’ behavioural biases and
herding behaviour. Choi (2013) found that individual investors belonging
to the same geographical area are more inclined to adopting herding
behaviour than are investors across the country

Herding behaviour in
the financial market

Olsen (1996) documented that herding behaviour in trading results in more
unpredictable earnings. When herding occurs risk perception is
underweighed that results in to low abnormal returns. Puckett and Yan
(2008) analysed the impact of short-term herding on the stock prices. They
found that results are more consistent with a selling herd rather than with
a buying herd in the short term. Caparrelli et al. (2004) stated that during
extreme market conditions, investors are more prone to exhibiting herding
behaviour. Similarly, Andronikidi and Kallinterakis (2010) explained that
the lower frequency of trading tends to overcome the impact of herding
behaviour
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in developing countries are making efforts to work in this area (Da Costa et al., 2008;
Zaidi and Tauni, 2012; Sahi and Arora, 2012; Nga and Yien, 2013).

5.2 Dominance of secondary data-based empirical research
The majority of the articles reviewed are based on secondary data and are empirical in
nature. A few studies (Weber and Camerer, 1998; Fogel and Berry, 2006; Wong et al.,
2006; Rubaltelli et al., 2005) used primary data through experiments to analyse the
disposition effect.

5.3 Limited studies on herding bias among individual investors
Limited research has been carried out on herding bias among individual investors (Lee
et al., 2004; Fernandez et al., 2011; Choi, 2013), and the majority of studies are on
institutional and analysts’ forecast.

Table IX.
Empirical findings

on home bias in
investment decision-

making

Effect Empirical findings

Institutional investors
and home bias

Coval and Moskowitz (1999) documented that US investment managers
tend to invest in small, highly levered and locally situated firms.
Similarly, Strong and Xu (2003) reported that fund managers are more
optimistic towards investing in familiar securities and inclined to home
bias

Individual investors and
the home bias puzzle

Tesar and Werner (1995) reported that due to transaction cost,
investors are inclined to investing in local securities instead of
investing in foreign securities that are realising higher returns.
Ahearne et al. (2004) analysed the direct and indirect barriers to foreign
investment among US investors. Similarly, Seasholes and Zhu (2010)
found empirical evidence that individuals are more likely to hold local
stocks in their portfolios. Moreover, they reported that there is
information asymmetry among individuals. They found that
information asymmetry is an indirect obstruction to foreign investment
in the home bias puzzle. Karlsson and Norden (2007) analysed
individuals’ demographic and socioeconomic characteristics and found
that investors are likely to invest in local securities. They found that
hedge against inflation and overconfidence are the reasons behind
home bias. Cooper and Kaplanis (1994) analysed the relationship
between inflation hedging and home bias and found a negative
relationship between returns and inflation. Further, they explained that
investors are risk-averse and that they hedge the inflation with
domestic equity and become more prone to home bias

Home bias and portfolio
selection

Antoniou et al. (2010) found empirical evidence that investors do not
realise specific benefits by investing in foreign securities. Investors can
realise the same level of returns from their domestic asset portfolio.
Giannetti and Koskinen (2010) analysed the effect of investors’
protection on returns and portfolio allocation. They found that
investors’ protection positively affects the stock returns. Therefore, in
countries where investors’ protection is weak, private investors select
more international securities in their portfolio
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5.4 Focus on equity in home bias
The review shows that most of the research studies are based on a single asset, i.e. equity
(Lewis, 1999; Cooper and Kaplanis, 1994; Bohn and Tesar, 1996).

5.5 Indecisive empirical findings on herding
The review shows that in herding bias, empirical findings are indecisive. This is because
some studies have found limited evidence of herding behaviour in institutional investors
(Lakonishok et al., 1992; Grinblatt et al., 1995; Wermers, 1999), while a few studies show
herding behaviour in this group (Sias, 2004).

6. Avenues for future research
The aim of this paper was to determine the effect of behavioural biases on investors’
investment decision-making and to address the question as to why investors’ behaviour
deviates from rationality. The analysis and discussion of studies have brought forward
many issues for future research. These are discussed below.

First, future research studies can concentrate on emerging stock markets. It has
also been observed that after globalisation, emerging economies have higher growth
potential and investors (institutional and individuals) are more inclined to invest in
the share market, which leaves a wide scope for future research. Further, along with
the stock market, there should be focus on other markets such as the derivatives
market. Second, attention should be given to primary data-based empirical research
to analyse the behaviour of investors during investment decision-making. Third,
besides equity, other cross-border classes of assets, such as bonds and multi-assets,
can be included while analysing home bias. The rationale for such inclusion is that
most of the research is focused on equity home bias in portfolio allocation. Fourth, in
home bias, more studies should be directed towards herding in individuals’
investment decision-making. Fifth, research can be performed by combining
different types of investors such as individuals, institutional (mutual funds, hedge
funds, pension funds, investment advisors, etc.) to find out the difference in their
behaviour and the effect of behavioural biases in their financial decision-making.

Note
1. People assign values to the gains and losses rather than to the final outcomes.

References
Ahearne, A.G., Griever, W.L. and Warnock, F.E. (2004), “Information costs and home bias: an

analysis of US holdings of foreign equities”, Journal of International Economics, Vol. 62
No. 2, pp. 313-336.

Andronikidi, A. and Kallinterakis, V. (2010), “Thin trading and its impact upon herding: the case
of Israel”, Applied Economics Letters, Vol. 17 No. 18, pp. 1805-1810.

Antoniou, A., Olusi, O. and Paudyal, K. (2010), “Equity home-bias: a suboptimal choice for UK
investors?”, European Financial Management, Vol. 16 No. 3, pp. 449-479.

Avramov, D., Chordia, T. and Goyal, A. (2006), “The impact of trades on daily volatility”, Review
of Financial Studies, Vol. 19 No. 4, pp. 1241-1277.

Barber, B.M. and Odean, T. (1999), “The courage of misguided convictions: the trading behavior of
individual investors”, Financial Analysts Journal, Vol. 55 No. 6, pp. 41-55.

QRFM
7,1

102

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2Fhhj027&isi=000241630200004&citationId=p_4
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2Fhhj027&isi=000241630200004&citationId=p_4
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.2469%2Ffaj.v55.n6.2313&citationId=p_5
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1016%2FS0022-1996%2803%2900015-1&isi=000189246700004&citationId=p_1
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F13504850903357327&isi=000284407900009&citationId=p_2
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1468-036X.2008.00462.x&isi=000277974400006&citationId=p_3


Barber, B.M. and Odean, T. (2000), “Investors, trading is hazardous to your wealth: the common
stock investment performance of individual”, The Journal of Finance, Vol. 55 No. 2,
pp. 773-806.

Barber, B.M. and Odean, T. (2001), “Boys will be boys: gender, overconfidence, and common stock
investment”, The Quarterly Journal of Economics, Vol. 116 No. 1, pp. 261-292.

Barber, B.M. and Odean, T. (2008), “All that glitters: the effect of attention and news on the buying
behavior of individual and institutional investors”, Review of Financial Studies, Vol. 21
No. 2, pp. 785-818.

Barberis, N. and Xiong, W. (2009), “What drives the disposition effect? An analysis of a
long-standing preference-based explanation”, The Journal of Finance, Vol. 64 No. 2,
pp. 751-784.

Berelson, B. (1952), Content Analysis in Communication Research, Free Press, New York, NY.
Bhandari, G. and Deaves, R. (2006), “The demographics of overconfidence”, The Journal of

Behavioral Finance, Vol. 7 No. 1, pp. 5-11.
Bohn, H. and Tesar, L.L. (1996), “US equity investment in foreign markets: portfolio rebalancing or

return chasing?”, The American Economic Review, Vol. 86 No. 2, pp. 77-81.
Bradshaw, M.T., Bushee, B.J. and Miller, G.S. (2004), “Accounting choice, home bias, and us

investment in non-US firms”, Journal of Accounting Research, Vol. 42 No. 5, pp. 795-841.
Calvet, L.E., Campbell, J.Y. and Sodini, P. (2009), “Fight or flight? Portfolio rebalancing by

individual investors”, The Quarterly Journal of Economics, Vol. 124 No. 1, pp. 301-348.
Caparrelli, F.D., Arcangelis, A.M. and Cassuto, A. (2004), “Herding in the Italian stock market:

a case of behavioral finance”, The Journal of Behavioral Finance, Vol. 5 No. 4,
pp. 222-230.

Choi, S. (2013), “Herding among local individual investors”, available at: www.apjfs.org/
conference/2013/cafmFile/6-2.pdf

Clement, M.B. and Tse, S.Y. (2005), “Financial analyst characteristics and herding behavior in
forecasting”, The Journal of finance, Vol. 60 No. 1, pp. 307-341.

Cooper, I. and Kaplanis, E. (1994), “Home bias in equity portfolios, inflation hedging, and
international capital market equilibrium”, Review of Financial Studies, Vol. 7 No. 1,
pp. 45-60.

Coval, J.D. and Moskowitz, T.J. (1999), “Home bias at home: local equity preference in domestic
portfolios”, The Journal of Finance, Vol. 54 No. 6, pp. 2045-2073.

Da Costa, N., Mineto, C. and Da Silva, S. (2008), “Disposition effect and gender”, Applied Economics
Letters, Vol. 15 No. 6, pp. 411-416.

Daniel, K., Hirshleifer, D. and Subrahmanyam, A. (1998), “Investor psychology and security
market under-and overreactions”, The Journal of Finance, Vol. 53 No. 6, pp. 1839-1885.

Dasgupta, A., Prat, A. and Verardo, M. (2011a), “Institutional trade persistence and long-term
equity returns”, The Journal of Finance, Vol. 66 No. 2, pp. 635-653.

Dasgupta, A., Prat, A. and Verardo, M. (2011b), “The price impact of institutional herding”, Review
of Financial Studies, Vol. 24 No. 3, pp. 892-925.

De Bondt, W.F.M. and Thaler, Richard, H. (1994), “Financial decision-making in markets and
firms: a behavioral perspective,Working Paper No. w4777”, Handbook in Operations
Research and Management Science, National Bureau of Economic Research, North
Holland.

Dennis, P.J. and Strickland, D. (2002), “Who blinks in volatile markets, individuals or
institutions?”, The Journal of Finance, Vol. 57 No. 5, pp. 1923-1949.

103

Behavioural
biases

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

http://www.apjfs.org/conference/2013/cafmFile/6-2.pdf
http://www.apjfs.org/conference/2013/cafmFile/6-2.pdf
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00077&isi=000077103800001&citationId=p_21
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1475-679X.2004.00157.x&isi=000225120600001&citationId=p_13
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.2010.01644.x&isi=000288661100009&citationId=p_22
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1162%2Fqjec.2009.124.1.301&isi=000263903700008&citationId=p_14
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00226&isi=000086331600008&citationId=p_6
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2Fhhq137&isi=000287752600008&citationId=p_23
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0504_5&citationId=p_15
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2Fhhq137&isi=000287752600008&citationId=p_23
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1162%2F003355301556400&isi=000167095200008&citationId=p_7
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2Fhhm079&isi=000254472800010&citationId=p_8
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00484&isi=000178849700003&citationId=p_25
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.2005.00731.x&isi=000226209400009&citationId=p_17
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2F7.1.45&isi=A1994NG59000002&citationId=p_18
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.2009.01448.x&isi=000264186600006&citationId=p_9
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0701_2&citationId=p_11
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0701_2&citationId=p_11
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00181&isi=000084326300004&citationId=p_19
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F13504850600706560&isi=000255156900001&citationId=p_20
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&isi=A1996UL37300016&citationId=p_12
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F13504850600706560&isi=000255156900001&citationId=p_20


Dhar, R. and Zhu, N. (2006), “Up close and personal: investor sophistication and the disposition
effect”, Management Science, Vol. 52 No. 5, pp. 726-740.

Doukas, J.A. and Petmezas, D. (2007), “Acquisitions, overconfident managers and self-attribution
bias”, European Financial Management, Vol. 13 No. 3, pp. 531-577.

Ekholm, A. and Pasternack, D. (2008), “Overconfidence and investor size”, European Financial
Management, Vol. 14 No. 1, pp. 82-98.

Fernandez, B., Garcia-Merino, T., Mayoral, R., Santos, V. and Vallelado, E. (2011), “Herding,
information uncertainty and investors’ cognitive profile”, Qualitative Research in Financial
Markets, Vol. 3 No. 1, pp. 7-33.

Ferris, S.P., Haugen, R.A. and Makhija, A.K. (1988), “Predicting contemporary volume with
historic volume at differential price levels: evidence supporting the disposition effect”, The
Journal of Finance, Vol. 43 No. 3, pp. 677-697.

Fogel, S.O.C. and Berry, T. (2006), “The disposition effect and individual investor decisions: the
roles of regret and counterfactual alternatives”, The Journal of Behavioral Finance, Vol. 7
No. 2, pp. 107-116.

Frazzini, A. (2006), “The disposition effect and underreaction to news”, The Journal of Finance,
Vol. 61 No. 4, pp. 2017-2046.

French, K.R. and Poterba, J.M. (1991), “Investor diversification and international equity markets”,
Economic Review, Vol. 81 No. 2, pp. 222-226.

Goetzmann, W.N. and Massa, M. (2008), “Disposition matters: volume, volatility, and price impact
of a behavioral bias”, The Journal of Trading, Vol. 3 No. 2, pp. 68-90.

Gomes, F.J. (2005), “Portfolio choice and trading volume with loss-averse investors”, The Journal
of Business, Vol. 78 No. 2, pp. 675-706.

Grinblatt, M., Titman, S. and Wermers, R. (1995), “Momentum investment strategies, portfolio
performance, and herding: a study of mutual fund behavior”, The American Economic
Review, Vol. 85 No. 5, pp. 1088-1105.

Grinblatt, M. and Keloharju, M. (2009), “Sensation seeking, overconfidence, and trading activity”,
The Journal of Finance, Vol. 64 No. 2, pp. 549-578.

Guidolin, M. (2005), “Home bias and high turnover in an overlapping-generations model with
learning”, Review of International Economics, Vol. 13 No. 4, pp. 725-756.

Hirshleifer, D. and Hong Teoh, S. (2003), “Herd behaviour and cascading in capital markets: a
review and synthesis”, European Financial Management, Vol. 9 No. 1, pp. 25-66.

Hirshleifer, D., Subrahmanyam, A. and Titman, S. (1994), “Security analysis and trading patterns
when some investors receive information before others”, The Journal of Finance, Vol. 49
No. 5, pp. 1665-1698.

Jordan, D. and Diltz, J.D. (2004), “Day traders and the disposition effect”, The Journal of Behavioral
Finance, Vol. 5 No. 4, pp. 192-200.

Kahneman, D. and Tversky, A. (1979), “Prospect theory: an analysis of decision under risk”,
Econometrica: Journal of the Econometric Society, Vol. 47 No. 2, pp. 263-291.

Karlsson, A. and Norden, L. (2007), “Home sweet home: home bias and international diversification
among individual investors”, Journal of Banking & Finance, Vol. 31 No. 2, pp. 317-333.

Lakonishok, J., Shleifer, A. and Vishny, R.W. (1992), “The impact of institutional trading on stock
prices”, Journal of Financial Economics, Vol. 32 No. 1, pp. 23-43.

Leal, C.C., Armada, M.J.R. and Duque, J.L. (2010), “Are all individual investors equally prone to the
disposition effect ah the time? New evidence from a small market”, Frontiers in Finance &
Economics, Vol. 7 No. 2, pp. 38-68.

QRFM
7,1

104

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.2009.01443.x&isi=000264186600001&citationId=p_37
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2F17554171111124595&citationId=p_29
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2F17554171111124595&citationId=p_29
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.1988.tb04599.x&isi=A1988P220200007&citationId=p_30
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.1988.tb04599.x&isi=A1988P220200007&citationId=p_30
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1467-9396.2005.00534.x&citationId=p_38
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0702_5&citationId=p_31
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F1468-036X.00207&citationId=p_39
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.1994.tb04777.x&isi=A1994PY03100006&citationId=p_40
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.2006.00896.x&isi=000239509900014&citationId=p_32
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0504_2&citationId=p_41
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0504_2&citationId=p_41
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1287%2Fmnsc.1040.0473&isi=000237580500007&citationId=p_26
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.2307%2F1914185&isi=A1979GR75700001&citationId=p_42
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.3905%2Fjot.2008.705642&citationId=p_34
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1016%2Fj.jbankfin.2006.04.005&isi=000244586200003&citationId=p_43
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1086%2F427643&citationId=p_35
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1468-036X.2007.00371.x&isi=000246682800007&citationId=p_27
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1086%2F427643&citationId=p_35
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1016%2F0304-405X%2892%2990023-Q&isi=A1992JX63000002&citationId=p_44
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&isi=A1995TP40600004&citationId=p_36
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&isi=000251984200005&citationId=p_28
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&isi=A1995TP40600004&citationId=p_36
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&isi=000251984200005&citationId=p_28


Lee, Y.T., Liu, Y.J., Roll, R. and Subrahmanyam, A. (2004), “Order imbalances and market
efficiency: evidence from the Taiwan stock exchange”, Journal of Financial and
Quantitative Analysis, Vol. 39 No. 2, pp. 327-341.

Lewis, K.K. (1999), “Trying to explain home bias in equities and consumption”, Journal of
Economic Literature, Vol. 37 No. 2, pp. 571-608.

Nga, J.K. and Yien, L.K. (2013), “The influence of personality trait and demographics on financial
decision making among generation Y”, Young Consumers: Insight and Ideas for
Responsible Marketers, Vol. 14 No. 3, pp. 230-243.

Nofsinger, J.R. and Sias, R.W. (1999), “Herding and feedback trading by institutional and
individual investors”, The Journal of Finance, Vol. 54 No. 6, pp. 2263-2295.

Odean, T. (1998), “Are investors reluctant to realize their losses?”, The Journal of Finance, Vol. 53
No. 5, pp. 1775-1798.

Odean, T. (1999), “Do investors trade too much?”, The American Economic Review, Vol. 89 No. 5,
pp. 1279-1299.

Olsen, R.A. (1996), “Implications of herding behavior for earnings estimation, risk assessment,
and stock returns”, Financial Analysts Journal, Vol. 52 No. 4, pp. 37-41.

Pastor, L. (2000), “Portfolio selection and asset pricing models”, The Journal of Finance, Vol. 55
No. 1, pp. 179-223.

Puckett, A. and Yan, X. (2008), “Short-term institutional herding and its impact on stock prices”,
Unpublished working paper, University of Missouri.

Rubaltelli, E., Rubichi, S., Savadori, L., Tedeschi, M. and Ferretti, R. (2005), “Numerical
information format and investment decisions: implications for the disposition effect and the
status quo bias”, The Journal of Behavioral Finance, Vol. 6 No. 1, pp. 19-26.

Sahi, S.K. and Arora, A.P. (2012), “Individual investor biases: a segmentation analysis”,
Qualitative Research in Financial Markets, Vol. 4 No. 1, pp. 6-25.

Salamouris, I.S. and Muradoglu, Y.G. (2010), “Estimating analyst’s forecast accuracy using
behavioural measures (Herding) in the United Kingdom”, Managerial Finance, Vol. 36
No. 3, pp. 234-256.

Seasholes, M.S. and Zhu, N. (2010), “Individual investors and local bias”, The Journal of Finance,
Vol. 65 No. 5, pp. 1987-2010.

Shefrin, H. and Statman, M. (1985), “The disposition to sell winners too early and ride losers too
long: theory and evidence”, The Journal of Finance, Vol. 40 No. 3, pp. 777-790.

Sias, R.W. (2004), “Institutional herding”, Review of Financial Studies, Vol. 17 No. 1, pp. 165-206.

Statman, M., Thorley, S. and Vorkink, K. (2006), “Investor overconfidence and trading volume”,
Review of Financial Studies, Vol. 19 No. 4, pp. 1531-1565.

Strong, N. and Xu, X. (2003), “Understanding the equity home bias: evidence from survey data”,
Review of Economics and Statistics, Vol. 85 No. 2, pp. 307-312.

Svedsater, H., Karlsson, N. and Garling, T. (2009), “Momentum trading, disposition effects and
prediction of future share prices: an experimental study of multiple reference points in
responses to short-and long-run return trends”, Applied Financial Economics, Vol. 19 No. 8,
pp. 595-610.

Tesar, L.L. and Werner, I.M. (1995), “Home bias and high turnover”, Journal of International
Money and Finance, Vol. 14 No. 4, pp. 467-492.

Trueman, B. (1994), “Analyst forecasts and herding behavior”, Review of Financial Studies, Vol. 7
No. 1, pp. 97-124.

105

Behavioural
biases

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2Fhhj032&isi=000241630200012&citationId=p_61
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00204&isi=000085259600006&citationId=p_53
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1162%2F003465303765299837&isi=000182910700008&citationId=p_62
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.2139%2Fssrn.972254&citationId=p_54
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000003094&isi=000221770700006&citationId=p_46
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000003094&isi=000221770700006&citationId=p_46
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F09603100801982620&citationId=p_63
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0601_4&citationId=p_55
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1257%2Fjel.37.2.571&isi=000080813100002&citationId=p_47
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1257%2Fjel.37.2.571&isi=000080813100002&citationId=p_47
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2FYC-11-2012-00325&citationId=p_48
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1016%2F0261-5606%2895%2900023-8&isi=A1995RW37300001&citationId=p_64
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2F17554171211213522&citationId=p_56
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2FYC-11-2012-00325&citationId=p_48
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1016%2F0261-5606%2895%2900023-8&isi=A1995RW37300001&citationId=p_64
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2F7.1.97&isi=A1994NG59000004&citationId=p_65
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2F03074351011019564&citationId=p_57
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00188&isi=000084326300011&citationId=p_49
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00072&isi=000076110100011&citationId=p_50
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.2010.01600.x&isi=000282182900012&citationId=p_58
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1257%2Faer.89.5.1279&isi=000084520200012&citationId=p_51
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.1985.tb05002.x&isi=A1985ANR3000020&citationId=p_59
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.2469%2Ffaj.v52.n4.2009&citationId=p_52
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1093%2Frfs%2Fhhg035&isi=000188225500006&citationId=p_60


Van Nieuwerburgh, S. and Veldkamp, L. (2009), “Information immobility and the home bias
puzzle”, The Journal of Finance, Vol. 64 No. 3, pp. 1187-1215.

Weber, M. and Camerer, C.F. (1998), “The disposition effect in securities trading: an experimental
analysis”, Journal of Economic Behavior & Organization, Vol. 33 No. 2, pp. 167-184.

Wermers, R. (1999), “Mutual fund herding and the impact on stock prices”, The Journal of Finance,
Vol. 54 No. 2, pp. 581-622.

Wong, A.S., Carducci, B.J. and White, A.J. (2006), “Asset disposition effect: the impact of price
patterns and selected personal characteristics”, Journal of Asset Management, Vol. 7 No. 3,
pp. 291-300.

Zaidi, F.B. and Tauni, M.Z. (2012), “Influence of investor’s personality traits and demographics on
overconfidence bias”, Institute of Interdisciplinary Business Research, Vol. 4 No. 6,
pp. 730-746.

Further reading
Agarwal, S., Chiu, I., Liu, C. and Rhee, S.G. (2011), “The brokerage firm effect in herding: evidence

from Indonesia”, Journal of Financial Research, Vol. 34 No. 5, pp. 461-479.
Agudo, L.F., Sarto, J.L. and Vicente, L. (2008), “Herding behaviour in Spanish equity funds”,

Applied Economics Letters, Vol. 15 No. 7, pp. 573-576.
Amiram, D. (2012), “Financial information globalization and foreign investment decisions”,

Journal of International Accounting Research, Vol. 11 No. 2, pp. 57-81.
Artis, M.J. and Hoffmann, M. (2011), “The home bias, capital income flows and improved

long-term consumption risk sharing between industrialized countries”, International
Finance, Vol. 14 No. 3, pp. 481-505.

Babilis, S. and Fitzgerald, V. (2005), “Risk appetite, home bias and the unstable demand for
emerging market assets”, International Review of Applied Economics, Vol. 19 No. 4,
pp. 459-476.

Bailey, W., Kumar, A. and Ng, D. (2008), “Foreign investments of us individual investors: causes
and consequences”, Management Science, Vol. 54 No. 3, pp. 443-459.

Blasco, N., Corredor, P. and Ferreruela, S. (2012), “Market sentiment: a key factor of investors’
imitative behaviour”, Accounting & Finance, Vol. 52 No. 3, pp. 663-689.

Brahmana, R., Hooy, C.W. and Ahmad, Z. (2012), “The role of herd behaviour in determining the
investor’s Monday irrationality”, Asian Academy of Management Journal of Accounting &
Finance, Vol. 28 No. 8, pp. 236-257.

Chang, C. (2012), “Order imbalance and daily momentum investing: evidence from Taiwan”,
Financial Review, Vol. 47 No. 4, pp. 697-718.

Choe, H. and Eom, Y. (2009), “The disposition effect and investment performance in the futures
market”, Journal of Futures Markets, Vol. 29 No. 6, pp. 496-522.

Conrad, J., Cornell, B., Landsman, W.R. and Rountree, B.R. (2006), “How do analyst
recommendations respond to major news?”, Journal of Financial and Quantitative Analysis,
Vol. 41 No. 1, pp. 25-49.

Das, A. (2012), “Estimating the loss from the disposition effect: a simulation study”, Journal of
Behavioral Finance, Vol. 13 No. 1, pp. 1-10.

Deshpande, S. and Svetina, M. (2011), “Does local news matter to investors?”, Managerial Finance,
Vol. 37 No. 12, pp. 1190-1212.

Durand, R., Newby, R., Tant, K. and Trepongkaruna, S. (2013), “Overconfidence, overreaction and
personality”, Review of Behavioral Finance, Vol. 5 No. 2, pp. 104-133.

QRFM
7,1

106

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2FRBF-07-2012-0011&citationId=p_84
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1287%2Fmnsc.1070.0793&isi=000254050600003&citationId=p_76
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2F0022-1082.00118&isi=000079181400005&citationId=p_68
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1467-629X.2011.00412.x&isi=000308468800003&citationId=p_77
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1057%2Fpalgrave.jam.2240219&citationId=p_69
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1475-6803.2011.01273.x&citationId=p_71
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6288.2012.00343.x&citationId=p_79
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1002%2Ffut.20398&isi=000265234300002&citationId=p_80
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F13504850600706974&isi=000257051300016&citationId=p_72
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000002416&isi=000235698600003&citationId=p_81
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.2308%2Fjiar-50282&citationId=p_73
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F15427560.2011.620722&citationId=p_82
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1468-2362.2011.01293.x&citationId=p_74
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-6261.2009.01462.x&isi=000266028300004&citationId=p_66
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F15427560.2011.620722&citationId=p_82
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1468-2362.2011.01293.x&citationId=p_74
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1016%2FS0167-2681%2897%2900089-9&isi=000072260100002&citationId=p_67
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2F03074351111175092&citationId=p_83
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F02692170500213335&citationId=p_75


Ekholm, A. (2006), “How do different types of investors react to new earnings information?”,
Journal of Business Finance & Accounting, Vol. 33 Nos 1/2, pp. 127-144.

Ghalandari, K. and Ghahremanpour, J. (2013), “The effect of market variables and herding effect
on investment decision as factor influencing investment performance in Iran”, Journal of
Basic and Applied Scientific Research, Vol. 3 No. 3, pp. 313-318.

Giannetti, M. and Koskinen, Y. (2010), “Investor protection, equity returns, and financial
globalization”, Journal of Financial and Quantitative Analysis, Vol. 45 No. 1,
pp. 135-168.

Goo, Y.J., Chen, D.H., Chang, S.H.S. and Yeh, C.F. (2010), “A study of the disposition effect for
individual investors in the Taiwan stock market”, Emerging Markets Finance and Trade,
Vol. 46 No. 1, pp. 108-119.

Hassan, T., Mohamad, S., Ariff, M. and Nassir, A. (2007), “Stock index futures prices and the Asian
financial crisis”, International Review of Finance, Vol. 7 Nos 3/4, pp. 119-141.

Hoitash, R. and Krishnan, M.M. (2008), “Herding, momentum and investor over-reaction”, Review
of Quantitative Finance and Accounting, Vol. 30 No. 1, pp. 25-47.

Hur, J., Pritamani, M. and Sharma, V. (2010), “Momentum and the disposition effect: the role of
individual investors”, Financial Management, Vol. 39 No. 3, pp. 1155-1176.

Kaustia, M. (2010), “Prospect theory and the disposition effect”, Journal of Financial and
Quantitative Analysis, Vol. 45 No. 3, pp. 791-812.

Kim, K.A. and Nofsinger, J.R. (2007), “The behavior of Japanese individual investors during bull
and bear markets”, The Journal of Behavioral Finance, Vol. 8 No. 3, pp. 138-153.

Kirchler, E., Maciejovsky, B. Weber, M. (2005), “Framing effects, selective information, and
market behavior: an experimental analysis”, The Journal of Behavioral Finance, Vol. 6
No. 2, pp. 90-100.

Kufepaksi, M. (2010), “The effect of feedback on overconfident investors, experimental evidences
of self deception in Indonesian capital market”, International Journal of Management &
Innovation, Vol. 2 No. 2, pp. 24-44.

Kumar, A. and Lim, S.S. (2008), “How do decision frames influence the stock investment choices of
individual investors?”, Management Science, Vol. 54 No. 6, pp. 1052-1064.

Kuo, M.H. and Chen, S.K. (2012), “Prospect theory and disposition patterns: evidence from Taiwan
investors”, Studies in Economics and Finance, Vol. 29 No. 1, pp. 43-51.

Lai, S. and Teo, M. (2008), “Home-biased analysts in emerging markets”, Journal of Financial and
Quantitative Analysis, Vol. 43 No. 3, pp. 685-716.

Lehenkari, M. and Pertunnen, J. (2004), “Holding on to the losers: Finnish evidence”, Journal of
Behavioural Finance, Vol. 5 No. 2, pp. 116-126.

Li, K. (2004), “Confidence in the familiar: an international perspective”, Journal of Financial and
Quantitative Analysis, Vol. 39 No. 1, pp. 47-68.

Lin, C.Y., Rahman, H. and Yung, K. (2010), “Investor overconfidence in REIT stock trading”,
Journal of Real Estate Portfolio Management, Vol. 16 No. 1, pp. 39-57.

Lin, H.W. (2012), “How herding bias could be derived from individual investor types and risk
tolerance?”, Proceedings of World Academy of Science, Engineering and Technology
(No. 66), World Academy of Science, Engineering and Technology, No. 32, pp. 831-836.

Lin, M.C. (2005), “Returns and investor behavior in Taiwan: does overconfidence explain this
relationship?”, Review of Pacific Basin Financial Markets and Policies, Vol. 8 No. 3,
pp. 405-446.

107

Behavioural
biases

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1142%2FS0219091505000476&citationId=p_103
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109010000244&isi=000281322200010&citationId=p_92
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109010000244&isi=000281322200010&citationId=p_92
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F15427560701545598&citationId=p_93
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1468-5957.2006.01360.x&isi=000236085200006&citationId=p_85
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0602_4&citationId=p_94
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109009990524&isi=000276644200006&citationId=p_87
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1287%2Fmnsc.1070.0845&isi=000256565700002&citationId=p_96
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.2753%2FREE1540-496X460110&isi=000275535800011&citationId=p_88
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000003884&isi=000220099200003&citationId=p_100
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000003884&isi=000220099200003&citationId=p_100
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2F10867371211203846&citationId=p_97
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1007%2Fs11156-007-0042-y&citationId=p_90
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1007%2Fs11156-007-0042-y&citationId=p_90
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000004257&isi=000259238300005&citationId=p_98
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000004257&isi=000259238300005&citationId=p_98
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1755-053X.2010.01107.x&isi=000281897800010&citationId=p_91
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0502_5&citationId=p_99
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1207%2Fs15427579jpfm0502_5&citationId=p_99


Lu, Y.C., Fang, H. and Nieh, C.C. (2012), “The price impact of foreign institutional herding on
large-size stocks in the Taiwan stock market”, Review of Quantitative Finance and
Accounting, Vol. 39 No. 2, pp. 189-208.

Mishra, A.V. (2008), “Australia’s equity home bias”, Australian Economic Papers, Vol. 47 No. 1,
pp. 53-73.

Mishra, A.V. (2011), “Australia’s equity home bias and real exchange rate volatility”, Review of
Quantitative Finance and Accounting, Vol. 37 No. 2, pp. 223-244.

Nikiforow, M. (2010), “Does training on behavioural finance influence fund managers’ perception
and behaviour?”, Applied Financial Economics, Vol. 20 No. 7, pp. 515-528.

Oehler, A., Rummer, M. and Wendt, S. (2008), “Portfolio selection of German investors: on the
causes of home-biased investment decisions”, The Journal of Behavioral Finance, Vol. 9
No. 3, pp. 149-162.

Ottaviani, M. and Srensen, P. (2000), “Herd behavior and investment: comment”, American
Economic Review, Vol. 90 No. 3, pp. 695-704.

Pang, K. (2011), “Equity home bias, incomplete financial markets, and nominal rigidities”,
Canadian Journal of Economics/Revue Canadienne d’Economique, Vol. 44 No. 1,
pp. 340-363.

Parwada, J.T. (2008), “The genesis of home bias? The location and portfolio choices of investment
company start-ups”, Journal of Financial and Quantitative Analysis, Vol. 43 No. 1,
pp. 245-266.

Richie, N. and Madura, J. (2006), “Evidence of overreaction among international exchange-traded
funds”, Journal of Financial Service Professionals, Vol. 60 No. 5, pp. 66-79.

Rubaltelli, E., Pasini, G., Rumiati, R., Olsen, R.A. and Slovic, P. (2010), “The influence of affective
reactions on investment decisions”, Journal of Behavioral Finance, Vol. 11 No. 3,
pp. 168-176.

Schnabel, J.A. (2012), “Consumption hedging and home-country bias in a model of international
capital market equilibrium”, Studies in Economics and Finance, Vol. 29 No. 1, pp. 4-10.

Shafran, S., Benzion, U. and Shavit, T. (2009), “Investors’ decision to trade stocks-an experimental
study”, The Journal of Behavioral Finance, Vol. 10 No. 2, pp. 81-88.

Shu, P.G., Chiu, S.B., Chen, H.C. and Yeh, Y.H. (2004), “Does trading improve individual investor
performance?”, Review of Quantitative Finance and Accounting, Vol. 22 No. 3, pp. 199-217.

Tourani-Rad, A. and Kirkby, S. (2005), “Investigation of investors’ overconfidence, familiarity and
socialization”, Accounting & Finance, Vol. 45 No. 2, pp. 283-300.

Visaltanachoti, N., Lu, L. and Luo, H. (2007), “Holding periods, illiquidity and disposition effect in
the Chinese stock markets”, Applied Financial Economics, Vol. 17 No. 15, pp. 1265-1274.

Yung, K. and Liu, Y-C. (2009), “Implications of futures trading volume: hedgers versus
speculators”, Journal of Asset Management, Vol. 10 No. 5, pp. 318-337.

Corresponding author
Satish Kumar can be contacted at: scholar.satish@gmail.com

For instructions on how to order reprints of this article, please visit our website:
www.emeraldgrouppublishing.com/licensing/reprints.htm
Or contact us for further details: permissions@emeraldinsight.com

QRFM
7,1

108

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

mailto:scholar.satish@gmail.com
mailto:permissions@emeraldinsight.com
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1017%2FS0022109000002817&isi=000253915500009&citationId=p_111
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1057%2Fjam.2009.31&citationId=p_119
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1007%2Fs11156-011-0244-1&citationId=p_104
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1007%2Fs11156-011-0244-1&citationId=p_104
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F15427560.2010.507409&isi=000281608600004&citationId=p_113
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1467-8454.2008.00329.x&isi=000255528700004&citationId=p_105
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&system=10.1108%2F10867371211203819&citationId=p_114
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1007%2Fs11156-010-0202-3&citationId=p_106
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1007%2Fs11156-010-0202-3&citationId=p_106
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F15427560902902150&isi=000279374300002&citationId=p_115
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F09603100903459832&citationId=p_107
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1023%2FB%3AREQU.0000025760.91840.8d&citationId=p_116
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F15427560802341434&citationId=p_108
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1467-629x.2004.00131.x&citationId=p_117
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1257%2Faer.90.3.695&isi=000088179800022&citationId=p_109
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1257%2Faer.90.3.695&isi=000088179800022&citationId=p_109
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1111%2Fj.1540-5982.2010.01635.x&isi=000287033500014&citationId=p_110
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FQRFM-07-2014-0022&crossref=10.1080%2F09603100600905053&citationId=p_118


This article has been cited by:

1. Daniel Fonseca Costa, Francisval de Melo Carvalho, Bruno César de Melo Moreira.
2018. BEHAVIORAL ECONOMICS AND BEHAVIORAL FINANCE: A BIBLIOMETRIC
ANALYSIS OF THE SCIENTIFIC FIELDS. Journal of Economic Surveys 71. . [Crossref]

2. Daniel Fonseca Costa, Francisval de Melo Carvalho, Bruno César de Melo Moreira, José Willer
do Prado. 2017. Bibliometric analysis on the association between behavioral finance and decision
making with cognitive biases such as overconfidence, anchoring effect and confirmation bias.
Scientometrics 111:3, 1775-1799. [Crossref]

3. ÇalBetül, Betül Çal, LambkinMary, Mary Lambkin. 2017. Stock exchange brands as an influence
on investor behavior. International Journal of Bank Marketing 35:3, 391-410. [Abstract] [Full Text]
[PDF]

4. DalkoViktoria, Viktoria Dalko. 2016. Perception alignment hypothesis: causality of herding?.
Qualitative Research in Financial Markets 8:3, 194-204. [Abstract] [Full Text] [PDF]

5. JaiyeobaHaruna Babatunde, Haruna Babatunde Jaiyeoba, HaronRazali, Razali Haron. 2016. A
qualitative inquiry into the investment decision behaviour of the Malaysian stock market investors.
Qualitative Research in Financial Markets 8:3, 246-267. [Abstract] [Full Text] [PDF]

6. RappAlbert, Albert Rapp. 2016. Private investor extrapolation bias – evidence through qualitative
content analysis (QCA). Qualitative Research in Financial Markets 8:2, 149-167. [Abstract] [Full
Text] [PDF]

D
ow

nl
oa

de
d 

by
 I

N
SE

A
D

 A
t 1

5:
00

 1
3 

M
ar

ch
 2

01
8 

(P
T

)

https://doi.org/10.1111/joes.12262
https://doi.org/10.1007/s11192-017-2371-5
https://doi.org/10.1108/IJBM-05-2016-0072
https://www.emeraldinsight.com/doi/full/10.1108/IJBM-05-2016-0072
https://www.emeraldinsight.com/doi/pdfplus/10.1108/IJBM-05-2016-0072
https://doi.org/10.1108/QRFM-01-2016-0003
https://www.emeraldinsight.com/doi/full/10.1108/QRFM-01-2016-0003
https://www.emeraldinsight.com/doi/pdfplus/10.1108/QRFM-01-2016-0003
https://doi.org/10.1108/QRFM-07-2015-0027
https://www.emeraldinsight.com/doi/full/10.1108/QRFM-07-2015-0027
https://www.emeraldinsight.com/doi/pdfplus/10.1108/QRFM-07-2015-0027
https://doi.org/10.1108/QRFM-08-2015-0033
https://www.emeraldinsight.com/doi/full/10.1108/QRFM-08-2015-0033
https://www.emeraldinsight.com/doi/full/10.1108/QRFM-08-2015-0033
https://www.emeraldinsight.com/doi/pdfplus/10.1108/QRFM-08-2015-0033

	Behavioural biases in investment decision making – a systematic literature review
	1. Introduction
	2. Behavioural biases and investment decision-making
	2.1 Overconfidence
	2.2 Disposition effect
	2.3 Herding
	2.4 Home bias

	3. Data and methodology
	3.1 Strategy for the literature search

	4. Classification and analysis of the literature
	4.1 Year of publication
	4.2 Journal of publication
	4.3 Country of sample data collection
	4.4 Type of study and data
	4.5 Statistical techniques/methods
	4.6 Citation analysis
	4.7 Content analysis
	4.7.1 Overconfidence
	4.7.2 Disposition effect
	4.7.3 Herding bias
	4.7.4 Home bias


	5. Findings and research gaps
	5.1 Limited research in developing countries (emerging markets)
	5.2 Dominance of secondary data-based empirical research
	5.3 Limited studies on herding bias among individual investors
	5.4 Focus on equity in home bias
	5.5 Indecisive empirical findings on herding

	6. Avenues for future research
	References


