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This study looks at the impact of several psychological aspects on investor behavior and its relationship to equities markets. 

Using regression analysis, we look at how loss aversion, overconfidence, professional experience, and investment volume 

affect investor behavior. In addition, we investigate the relationship between investor behavior and equities market 

performance. The findings provide important insights into the dynamics of psychological qualities and investment 

decisions, with consequences for both individual investors and market practitioners. 

KEYWORDS: Investor behavior, loss aversion, overconfidence, professional experiences, investment volume, equity 

market. 

 

INTRODUCTION 
Investor behavior plays a crucial role in shaping the 

equity markets, as it heavily impacts price fluctuations 

and overall market sentiment. The actions and 

decisions made by individual investors, such as buying 

or selling stocks, are driven by a multitude of factors 

including emotions, market trends, economic 

indicators, and personal research.  

The way investors behave in the equities market is a 

result of a complex interplay between numerous 

elements. This research aims to explore the complex 

web of investment choices, with a special emphasis on 

Hyderabad's environment. The goals are evident: to 

examine the variables that affect investor behavior in 

the stock market and assess the impact of market 

trends on these choices. 

 

This investigation highlights a number of variables 

that frequently influence the decisions made by 

investors. Key factors influencing investor behavior 

are behavioral biases, loss aversion, and the influence 

of overconfidence. Additionally, the volume of 

investment, the weight of professional experiences, 

and the fluctuations in the equity market itself add 

subtle levels to this complex process of decision-

making. The setting for this investigation is 

Hyderabad, a rapidly developing centre in the Indian 

financial system. Its distinct fusion of conventional 

investment tendencies and the emergence of 

contemporary investment philosophies makes it an 

engaging setting for examining the dynamics of 

investor behavior in the equities market. 

 

By breaking down these elements, this research aims 

to provide an insightful analysis of investors' way of 

thinking and shed light on the processes influencing 

their choices in the complicated and dynamic world of 

the stock market. It is hoped that this investigation will 

provide stronger knowledge of the interactions 

between variables and investor behavior, providing a 

solid basis for more research and tactical decision-

making. 

 

REVIEW OF LITERATURE 
Vinita Sharma (2023): “to study behaviour biases 

affecting investors take decisions in the indian equity 
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market”, the study explores how behavioral biases 

affect investors' decision-making processes. It focuses 

on mental accounting errors, loss aversion, and herd 

behavior bias in the Indian equity market. The study 

intends to address the difficulties faced by investors as 

a result of the stock market's dynamic nature, which 

necessitates making sensible decisions in spite of 

erratic market behavior.   

                                                      

Kinjal Manani, Darshana Pednekar, Ajit Maurya 

(2023): “impact of behavioural finance on investment 

decision- making a study of investment behaviour in 

mumbai region” the study focuses on the biases 

associated with overconfidence, representativeness, 

emotion, herd mentality, and confirmation. 200 

respondents in the Mumbai area completed 

standardized questionnaires based Likert scale, with 

the purpose of gathering data for the study's analysis 

of how these biases impact investors' decisions. The 

study then used numerous linear regression models 

and reliability tests to evaluate the influence of these 

biases on investment behavior. 

 

Pooja Chaturvedi Sharma (2023):  The study of 

“Influence of Behavioural Biases on Market 

Investment Behaviour Mediating Role of Brand Trust” 

that looked at how behavioral biases affected market 

investment behavior while taking brand trust into 

account as a mediating factor. Using a self-structured 

questionnaire modified from different scales, the study 

collected data over a three-year period 8100 people in 

the states and union territories of India using purposive 

sampling. Sophisticated data analysis methods like 

confirmatory factor analysis and structural equation 

modeling were part of the research process. 

 

thi nha truc phan, philippe bertrand, hong hai phan, 

and xuan vinh vo (2021): the investor sentiment and 

stock return: evidence from vietnam stock market 

study focuses on examining how investor behavior 

affects stock returns in the Vietnamese stock market. 

It recognizes the distinctive features of the Vietnamese 

stock market, which include a large number of 

individual investors and relatively lax reporting 

requirements, but it also emphasizes the important 

roles played by institutional and foreign investors 

because of their extensive experience and knowledge. 

 

T. Sreenivas and D. Rajesh Babu (2021): The “impact 

of prospect factors on investors decision making at 

indian stock market” study focuses on examining how 

behavioral factors affect stock market investment 

decisions in India. Through a survey of 424 people in 

India, the study attempts to explore the several aspects 

that impact investment decisions, particularly taking 

demographic and geographic levels into account. 

 

 Saif Ullah (2020): The “behavioral biases in 

investment decision making and moderating role of 

investor’s type” study is focus on influence of 

behavioral biases on investing decision-making, with 

a particular emphasis on the moderating function of 

investor type within the framework of the Pakistan 

Stock Exchange. The purpose of the study is to 

determine if investor type moderates the effects of 

three behavioral biases on investment decisions: the 

herding effect, the disposition effect, and the 

overconfidence bias.  

 

Irene Cherono1, Tobias Olweny1and Tabitha 

Nasieku1(2019): The “Investor Behavior Biases and 

Stock Market Reaction in Kenya” The study looks into 

the impact of investor behavior on stock market 

reactions in Kenya, with a particular emphasis on herd 

behavior, loss aversion, mental accounting, and 

overconfidence. The target population consists of 67 

listed businesses on the Nairobi Securities Exchange, 

with a sample of 48 companies evaluated using panel 

data regression from 2004 to 2016. The data show that 

loss aversion, mental accounting, and overconfidence 

all have a significant impact on stock market reactions 

in Kenya, while herd behavior does not. Secondary 

data from NSE historical data is used in the 

quantitative research design. 

 

Rika Dwi Ayu Parmitasari (2018): Analysis of ethics 

and investor behavior and its impact on financial 

satisfaction of capital market Investors explores the 

connection between financial satisfaction, investor 

behavior, and investing ethics. The goal of the study is 

to examine the relationship between investor behavior 

and financial satisfaction and ethical issues in 

investment decisions. 

 

 Yamini Gupta, Shahid Ahmed2(2017): “The impact 

of behavioral biases on investor’s behavior in indian 

stock market” the study is covered about Capital Asset 

Pricing Model, the Efficient Market Hypothesis, and 

Modern Portfolio Theory in the study. Empirical 

research has demonstrated that a variety of behavioral 

biases affect stock market investors. The study focuses 

on recognizing and examining the five main biases 

that influence investors' decision-making processes: 

loss aversion, regret aversion, herd behavior, 

overconfidence bias, and cognitive dissonance bias. 

The impact of these biases is evaluated using data from 

380 respondents in Delhi/NCR, and the results show a 

moderate influence. By raising investor knowledge of 

prevalent biases, the researchers hope to reduce risk 

and maybe provide guidance to financial planners as 

they create customized portfolios and asset allocation 

plans for their customers. 

 

Mohammad Reza Tavakoli Baghdadabad1, Farid 

Habibi Tanha2and Noreha Halid3 (2011): The “A 

study on small investors’ behavior in choosing stock 

case study: Kuala-Lumpur stock market” The research 

uses a qualitative approach to look into how small 

investors in the Kuala Lumpur stock market choose 

their stocks. Finding the important factors influencing 
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their choices is the main goal. Twelve small investors 

are chosen by purposive sampling in accordance with 

their purchasing power, expertise levels, and 

demographic traits. Financial statements, accounting 

tools, historical stock prices, public information, 

profitability variables, consulting with others, 

financial ratios, historical trading volume, second-

hand information, discounted cash-flow tools, 

government policies, risk assessment, and economic 

variables are identified by the research as influencing 

stock selection. 

   

 

 

 

 

 

OBJECTIVES 
1. Investigate the influence of loss aversion, 

overconfidence, professional experience, and 

investment volume on investor behavior. 

2. Examine the correlation between investor 

behavior and equity market performance. 

 

RESEARCH GAP 
While earlier research has looked into the relationship 

between psychological characteristics and investor 

behavior, there is a dearth of complete analysis that 

takes into account different traits and their combined 

impact on equities market dynamics. This study tries 

to close this gap by using regression analysis to 

measure the effects of various psychological factors on 

investor behavior and its relationship to equity 

markets. 

 

 

  

 

 

 

 

 

 

 

 

 

RESEARCH METHODOLOGY 
This research technique gives a systematic framework 

for conducting a study with 55 participants that uses a 

five-point Likert scale to assess replies. By employing 

this methodology, the study hopes to provide 

significant insights into the views or opinions of 

participants on the research objectives. 

 

The study takes a quantitative research method, using 

regression analysis to investigate the relationship 

between psychological characteristics and investment 

behavior. A sample of 55 investors is surveyed for 

information on loss aversion, overconfidence, 

professional expertise, investment volume, and equity 

market performance. The data and hypotheses are 

analyzed using statistical software. 

 

 

HYPOTHESIS 
H1: There is a significant Relationship between loss 

aversion and Investor Behavior 

H2: There is a Significant Relationship between 

professional experience and Investor Behavior  

H3: There is a Significant Relationship between 

overconfidence and Investor Behavior 

H4: There is a Significant Relationship between 

Investment volume and Investor Behavior 

H5: There is a Significant Relationship between 

Investor Behaviour and Equity Market Dynamics 

 

CONCEPTUAL MODEL 
 The conceptual model depicts the correlations 

between psychological characteristics (loss aversion, 

overconfidence, professional expertise, investment 

volume), investor behavior, and equity market 

performance. It provides a framework for 

Overconfidence 

Professional 

Experience 

Investment Volume 

Investor 

Behavior 

Equity 

Market 

Loss aversion 



SJIF Impact Factor: 8.302 || DOI: 10.36713/epra2012 | Volume–12 | Issue-1 | January 2024 | e- ISSN: 2347-9671 | p- ISSN: 2349-0187 

 
 

 

    2024 EPRA JEBR   | EPRA International Journal of Economic and Business Review | https://eprajournals.com/        34 

 

investigating the influence of psychological 

characteristics on investment decisions and market 

results. 

 

RESULTS  
Cronbach Alpha 

Reliability Statistics 

Cronbach's Alpha N of Items 

.881 25 

(Table -1: Reliability Analysis of Variables 

 

Hypothesis Testing Using Regression Analysis 

Hypothesis Regression Weights Beta 

Coefficient 

R2 P- Value 

H1 Loss Aversion & Investor Behaviour .919 .845 .000 

H2 Overconfidence & Investor Behaviour .557 .311 .000 

H3 Professional Experience & Investor Behaviour .359 .129 .000 

H4 Investment Volume & Investor Behaviour .221 .049 .000 

(Table -2: Regression Analysis) 

 

H5:  Investor Behavior & Equity Markets 

Correlations 

 Investor Behavior Equity Market 

Investor Behavior Pearson Correlation 1 .287* 

Equity Market Pearson Correlation .287* 1 

*. Correlation is significant at the 0.05 level (2-tailed). 

                               (Table -3: Correlation) 

FINDINGS 
Reliability Analysis (Table-1) 

The Cronbach's Alpha coefficient for the variables is 

0.881, indicating a good level of internal consistency 

across the 25 items included in the analysis. This 

implies that the variables are dependable measures 

with the potential to produce consistent findings when 

measured repeatedly. 

 

Regression Analysis (Table-2) 

H1: Loss Aversion and Investor Behavior • Regression 

Weight: 0.919 • Beta Coefficient: 0.845 • R2: 0.000 

(model explains a large percentage of the variance) 

• P-value = 0.000, showing a statistically significant 

link. 

 

Interpretation: Loss Aversion and Investor Behavior 

have a substantial and statistically significant positive 

association. The Beta value of 0.845 indicates that 

each unit increase in Loss Aversion corresponds to a 

0.845-unit increase in Investor Behavior. 

 

Hypothesis 2: Overconfidence and Investor Behavior 

• Regression Weight: 0.557 • Beta Coefficient: 0.311 • 

R2: 0.000 • P-Value: 0.000. 

 

Interpretation: Overconfidence and investor behavior 

have a moderately positive and statistically significant 

link.  

The Beta coefficient of 0.311 indicates that each unit 

increase in Overconfidence is accompanied by a 0.311 

unit increase in Investor Behavior. 

 

H3: Relationship between Professional Experience 

and Investor Behavior • Regression weight: 0.359 • 

Beta coefficient: 0.129 • R2: 0.000 • P-value: 0.000 

 

Interpretation: Professional Experience and Investor 

Behavior have a favorable and statistically significant 

association. The Beta coefficient of 0.129 indicates 

that every unit rise in Professional Experience is 

accompanied by a 0.129 unit increase in Investor 

Behavior. 

 

H4: Investment Volume and Investor Behavior • 

Regression Weight: 0.221 • Beta Coefficient: 0.049 • 

R2: 0.000 • P-Value: 0.000. 

 

Interpretation: Investment Volume and Investor 

Behavior have a favorable and statistically significant 

association. The Beta coefficient of 0.049 indicates 

that each unit rise in Investment Volume is 

accompanied by a 0.049 unit increase in Investor 

Behavior. 

 

Correlation Analysis (Table -3): H5: Investor 

Behavior and Equity Markets. 

• Pearson Correlation: 0.287 • Two-tailed significance 

level of 0.05. 
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Interpretation: There is a positive and statistically 

significant association (at the 0.05 level) between 

investor behavior and equity market performance. The 

correlation coefficient of 0.287 indicates a somewhat 

positive association between the two variables. 

 

In summary, the findings corroborate the hypotheses 

and show that Loss Aversion, Overconfidence, 

Professional Experience, and Investment Volume are 

all positively linked with Investor Behavior. 

Furthermore, there is a positive relationship between 

investor behavior and equity markets. 

 

DISCUSSIONS 
Understanding Investor Behavior: Insights from 

Regression Analysis 

Investor behavior is a complex interplay of various 

psychological, experiential, and market-related 

factors. Understanding these dynamics is crucial for 

financial analysts, policymakers, and investors 

themselves. In this article, we delve into the results of 

a comprehensive study that utilized regression 

analysis to examine the relationship between different 

variables and investor behavior, shedding light on key 

insights that can inform investment strategies and 

decision-making processes. 

 

Reliability of variables 

Before beginning the regression analysis, it is critical 

to confirm the reliability of the variables under 

consideration. The Cronbach's Alpha coefficient, a 

measure of internal consistency, was found to be 0.881 

for the variables under consideration, indicating a high 

level of dependability. 

 

Hypothesis Testing Through Regression Analysis 

The study formulated several hypotheses regarding the 

impact of various factors on investor behavior and 

tested these using regression analysis. 

1. Loss Aversion and Investor Behavior (H1): A 

regression weight of 0.919 and a beta coefficient 

of 0.845 were statistically significant at the 0.05 

level. This implies a substantial positive link 

between loss aversion and investor behavior, 

meaning that investors are more risk-averse 

when confronted with prospective losses. 

2. Overconfidence and Investor Behavior (H2): 

Overconfidence had a regression weight of 

0.557 and a beta coefficient of 0.311, indicating 

significant results at the 0.05 level. This suggests 

a positive association between overconfidence 

and investor behavior, meaning that 

overconfident investors may be more aggressive 

or speculative in their investing choices. 

3. Professional Experience and Investor Behavior 

(H3): The regression weight for Professional 

Experience was 0.359 with a beta coefficient of 

0.129, which was significant at the 0.05 level. 

This implies a favorable but lesser association 

between professional experience and investor 

behavior, showing that experienced investors 

may have slightly different behavioral 

tendencies than beginner investors. 

4. Investment Volume and Investor Behavior (H4): 

The regression weight for Investment Volume 

was 0.221 with a beta coefficient of 0.049, 

indicating significant results at the 0.05 level. 

This suggests a positive association between 

investment volume and investor behavior, 

meaning that investors with larger investment 

portfolios may act differently than those with 

smaller portfolios. 

 

Correlation between Investor Behavior and 

Equity Markets 

Furthermore, the study looked into the relationship 

between investor behavior and equity markets. The 

Pearson correlation coefficient between these factors 

was calculated to be 0.287, which was significant at 

the 0.05 level. This shows a positive correlation, 

indicating that investor behavior and equity market 

performance are moderately related. 

 

Implications of Investment Strategies 

These findings have important implications for 

investment strategies. Recognizing the impact of 

psychological biases such as loss aversion and 

overconfidence can help investors better understand 

their own behavior and make more sensible 

investment decisions. Furthermore, indicators such as 

professional expertise and investment volume might 

shed light on investor behavior and portfolio 

management tactics. 

 

Furthermore, recognizing the link between investor 

behavior and equity markets emphasizes the 

significance of market sentiment and investor 

sentiment studies in forecasting market movements 

and making sound investment decisions. 

 

CONCLUSION 
Finally, this study concludes that the dynamics of 

investor behavior and its relationship to a variety of 

psychological, experiential, and market-related 

variables. Understanding these processes enables 

investors to make better judgments, financial analysts 

to construct more accurate models, and regulators to 

create more effective regulations. Finally, these 

insights help to promote academic research as well as 

practical applications in banking and investment. This 

study emphasizes the role of psychological variables 

in molding investor behaviour and influencing equity 

market dynamics. The findings highlight the 

importance for investors and market practitioners to 

consider psychological biases while making investing 

decisions. Understanding these biases can lead to 

better informed and reasonable investing decisions, 

resulting in increased market efficiency and stability. 
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SCOPE FOR FUTURE RESEARCH 

Future research should look into additional 

psychological aspects that influence investor behavior 

and market results. Longitudinal studies could also 

shed light on how investor mood changes over time 

and what this means for equities market performance. 

Additionally, qualitative research methodologies 

could be used to acquire a better understanding of the 

psychological dynamics that underpin investor 

decision-making. 

 

This study adds to the existing literature on behavioral 

finance by thoroughly examining the relationship 

between psychological characteristics, investor 

behavior, and equity markets, providing significant 

insights for both academics and finance practitioners. 
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