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Abstract : In this study, we have studied and analysed the transaction data of investors of a mutual fund investment company
based in India. Based on the data available, we have identified the top four biases that affect the investors of the emerging
market economies through regression analysis and three uniquely defined ratios. We found that the four most prominent biases
that affected the investment making decisions in India are– Chauffer Knowledge, investors tend to make ambitious decisions
about sectors they know little about; Bandwagon effect – the response of the market indices to macroeconomic events are more
profound and seem to last longer compared to western markets; base-rate neglect – judgement about stocks are too much
based on the most recent development ignoring the long-term fundamentals of the stock; availability bias – lack of proper
communication channels of market information lead people to be too reliant on limited information they already have. After
segregating  the  investors  into  six  groups,  the  results  have  further  been  studied  to  identify  a  correlation  among  the
demographics, gender and unique cultural identity of the derived groups and the corresponding prevalent biases. On the basis
of the results obtained from the derived groups, our study recommends six methods, specific to each group, to educate the
investors about the prevalent biases and their role in investment decision making.
Keywords : Bandwagon effect, behavioural biases, Chauffeur knowledge, demographics, investor literacy, mutual funds
Conference Title : ICBM 2016 : International Conference on Business Management
Conference Location : Kuala Lumpur, Malaysia
Conference Dates : August 18-19, 2016

World Academy of Science, Engineering and Technology
International Journal of Economics and Management Engineering

Vol:10, No:08, 2016

O
pe

n 
Sc

ie
nc

e 
In

de
x,

 E
co

no
m

ic
s 

an
d 

M
an

ag
em

en
t E

ng
in

ee
rin

g 
Vo

l:1
0,

 N
o:

08
, 2

01
6 

pu
bl

ic
at

io
ns

.w
as

et
.o

rg
/a

bs
tr

ac
ts

/5
42

21
.p

df

ISNI:0000000091950263International Scholarly and Scientific Research & Innovation 10(08) 2016 1

https://publications.waset.org/abstracts/54221.pdf

