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ABSTRACT

This Paper examine the impact of Behavior Science on investor decision. Behavioural science is very much focused on clarifying and quantifying
the links between these unobserved latent variables and the observed, manifest variables that represent them, so that the relations among the former
can be tested, evaluated, revised, and further tested. So,as same human psychology and nature impact on investment decision of investor’s.
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1 Introduction

Behavioral science any of various disciplines dealing with the subject of human actions.

1. Human psychology

Psychology is essential part in life as well it reveals sphere of behaviour which is centrally need for understanding to human nature.

2. Human nature

Human nature belong social psychology and disciplines which shape up to human being (20).

3. Behavioral science

Behavioral science is very difficult science. It is complex because its focus is the behavior of human beings rather than ascribe of lifeless objects such
as prisms, plastics, and planets. Behavioral science is generally not considered to be “hard” science like physics, chemistry, or astronomy.

4. Behavior Science Impact on Behavior Bias of Investor’s

4.1 Bias for action

Bias for action also known as action bias is a type of cognitive bias it helps beneficiary for personal and professional growth. It point out the tendency
of favoring action over inaction. Many factors can trigger this bias. Overconfidence and a desire for control are both produce of the action bias.

4.2 Affect heuristic

“‘affect’”” means the specific quality of ““goodness’ or ‘‘badness’’. Affect-based bias calculate are quick, automatic, and rooted in experiential
thought that is activated prior to reflective assessment. This bias judgments when people do not have the resources or time to reflect.

43  Altruism

When people make sacrifices to benefit others without expecting a personal reward or to maximize their own wealth they are thought to behave
altruistically. Common applications of this pro-social behavior include volunteering, philanthropy, and helping others in emergencies.

4.4  Ambiguity aversion

Ambiguity occurs in virtually all real-life situations. It plays a major role in many problems policymakers and public

Authorities may face and thus directly affects their decision-making processes.

4.5 Behavioral economics

The field of behavioral economics studies and describes economic decision-making. According to its theories, Human behaviour present nature is less
rational, well balanced and greedy than traditional normative theory recommend due to bounded rationality, restricted self-control and social priorities.
4.6 Economic bubbles

When prices are higher than real value. The hypothetical bubbles are filled by spread investor enthusiasm and stories that intimate price increases.
Many investor in mind real value of investment are overpowered by strong emotions, such envy and excitement.

4.7  Certainty effects
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This bias change the possibilities of gains and losses do not affect investor’s emotional evaluations in development stage.

4.8 Choice architecture

This bias completely choice by particular context in which investor make decisions. Choice architecture includes many other behavioral appliance that
affect decisions, such as defaults, framing, or decoy options.

4.9  Choice overload

‘Overchoice’, exist of choice overload occurs as a result of too many choices being available to investors. Overchoice has been associated with
unhappiness decision fatigue, going with the default option, as well as choice deferral—avoiding making a decision altogether, such as not buying a
product.

4.10  Chunking

When the same information is presented in a different ways that is simple to process, our ability to pick up and store it is greater. People often
reorganize, regroup or compress that information to support in its understanding or recall. After that process subgroups are ‘ chunks’.

411  Commitment

Commitments are used as a tool to negative people’s lack of willpower and to achieve behavior change, such as in the areas of saving, from the
perspective of social psychology, individuals are motivated to maintain a consistent and positive self-image, and they are likely to keep commitments
to avoid reputational damage or cognitive dissonance.

4.12  Decision fatigue

There are psychological aspect to making decisions. Since selection can be difficult and need effort like any other long sessions of decision making
can lead to weak choices. Decision fatigue bias is reflected in self-regulation, such as a diminished ability to exercise self-control.

4.13  Decoy effect

Choices often or change mode occur relative than based on absolute preferences. The decoy effect is technically known as an ‘asymmetrically
dominated choice’ and occurs when investor’s preference for one option or another changes final as a result of add a third option.

4.14  Default (option or setting)

Default options bias investor never have any plans about investment they go with flow as a pre-set courses of action and setting defaults is an
effective nudge when there is uncertainty in decision making. Since defaults do not require any effort by the decision maker, defaults can be a simple
but powerful tool when there is inaction.

3.15 Diversification bias

Investors seek more variety when they choose multiple items for future loss simultaneously than when they make choices sequentially, i.e. on an ‘in
the moment’ basis.

4.16  Dual-self model

Dual-self model bias will formalize psychological or neuro scientific describe of the human decision-making process into an economic model of that
process, and apply that model to provide an unified explanation for several behavioural anomalies.

4.17 Ego depletion

Ego depletion is a concept from self-control theory in psychology.

4.18 (Hot-cold) Empathy gap

It is difficult for humans to predict how they will behave or decision make in the future. A hot-cold empathy gap comes when people underestimate
the influence of deeply states. When investor are in an affectively “cold” state, they fail to fully appreciate how “hot” states will affect their own
preferences and behavior. Reverse cycle When in hot states, they underestimate the influence of those states and, as a result, overestimate the stability
of their current preferences

4.19 Fairness

The Behavioral science area is fairness refers to our social priority for equitable results. This can display itself as inequity aversion, investor’s
tendency to dislike unequal payoffs in their own or someone else’s favor.

4.20 Fastand frugal

Fast and frugal decision-making refers to the application of ecologically rational heuristics, such as the recognition heuristic, which are rooted in the
psychological capacities that we have evolved as human animals.

421  Habit

Habit is an automatic and rigid pattern of behavior in specific situations, which is usually acquired through repetition and develops through associative
learning, when actions become paired repeatedly with a context or an event.

4.22  Hedonic adaptation

Investors wants to changes in life experiences, a process which is referred to as ‘hedonic adaptation’ or the ‘hedonic treadmill’. Just as the happiness
that comes with the ownership of a new gadget or salary raise will wane over time.

4.23  Homo economics

The term homo economics, or ‘economic man’, denotes a view of humans in the social sciences, particularly economics, as self-interested agents who
seek optimal, utility-maximizing outcomes. Behavioral economists and most psychologists, sociologists, and anthropologists are critical of the
concept. Investors are not always self-interested, nor are they mainly concerned about maximizing benefits and minimizing costs.

4.24 Information avoidance

Behavioral economics refers to situations in which people or Investor choose not to cover knowledge that is freely available. Active information
avoidance includes physical avoidance, inattention, the biased interpretation of information and even some forms of forgetting.

4.25 Licensing effect
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This bias Also known as ‘self-licensing’ or ‘moral licensing’, the licensing effect is evident when investor allow themselves to do something bad (e.g.
immoral) after doing something good (e.g. moral) first.

4.26 Pain of paying

Some investors don’t like to spend money. Under this experience investor feel pain to pay because investor are loss averse.

4.27  Precommitment

Human or investor need a continuous and consistent self-image. Precommitting to a goal is one of the most frequently apply behavioral devices to
achieve positive change.

4.28  Preference

The preferences bias are evident in theoretically and real behavioral choices when people decide between alternatives. Preferences also imply an
ordering of different options in terms of expected levels of happiness, gratification, utility, etc.

4.29  Projection bias

In behavioral economics, projection bias refers to investor’s assumption that their tastes or priorities will remain the same long time. Both transient
preferences in the short-term and long-term changes in tastes can lead to this bias.

430 Social proof

This bias influence exerted by others on investor behavior can be expressed as being either normative or informational.

4.31  Zero price effect

The zero price effect suggests that traditional cost-benefits models cannot account for the psychological effect of getting something for free.

2 Literature Review

lain P. Embrey(2019)Research study found that the majority of the existing literature seeks to encapsulate the same human conflict between
deliberative and impulsive reasoning, but that the approach taken to modelling the conflict between those decision criteria varies substantially.
Muraven et al (1998) studied of ego depletion invoked an energy metaphor and willpower to describe the findings. In the 1990s, when these first
studies were done, psychologists had grown unaccustomed to analyzing phenomena in terms of energy, and indeed the prevalence of cognitive
information processing models rendered all other approaches seemingly quaint and obsolete.

George Loewenstein (2005)“Cold-to-hot” empathy gaps: When people are not affectively aroused, on the other hand, they have little appreciation for
their own feelings and behavior in hot states.

Ernst fehr & klaus m. Schmidt (2012) economic models assume that all people are exclusively pursuing their material self-interest and do not care
about “‘social’’ goals per se. This may be true for some (maybe many) people, but it is certainly not true for everybody. By now we have substantial
evidence suggesting that fairness motives affect the behavior of many people.

Goldstein, D. G., & Gigerenzer, G. (2002)Fast and frugal decision-making refers to the application of ecologically rational heuristics, such as the
recognition heuristic, which are rooted in the psychological capacities that we have evolved as human animals.

(Duhigg, 2012 )‘Habit loops’ involve a cue that triggers an action, the actual behavior, and a reward. For example, habitual drinkers may come home
after work (the cue), drink a beer (the behavior), and feel relaxed (the reward).

Mochon (2008)It has been suggested that the repetition of smaller positive experiences (‘hedonic boosts’), such as exercise or religious practices, has
a more lasting effect on our well-being than major life events.

Akerlof & Kranton (2005) economic (or other extrinsic) incentives are ineffective in organizations, identity may be the answer: A worker’s self-image
as jobholder and her ideal as to how her job should be done, can be a major incentive in itself.

Lichtenstein (2010) Organizational identification was found to be directly related to employee performance and even indirectly related with customer
evaluations and store performance in a study on 306 retail stores.

Grant ( 2014) when employees were encouraged to create their own job titles such that they better reflected the unique value they bring to the job,
identification increased, and emotional exhaustion was reduced.

Sullivan( 2004) information avoidance is sometimes strategic, it can have immediate hedonic benefits for people if it prevents the negative (usually
psychological) consequences of knowing the information. It usually carries negative utility in the long term, because it deprives people of potentially
useful information for decision making and feedback for future behavior. Furthermore, information avoidance can contribute to a polarization of
political opinions and media bias.

Blanken (2015)The effect of licensing has been studied for different behavioral outcomes, including donations, cooperation, racial discrimination, and
cheating.

Wansink ( 2009) mindless eating Cues may include serving containers, packaging, people, labels and atmospheric factors. They suggest to the
consumer what and how much is normal, appropriate, typical or reasonable to consume. Perceptual biases contribute to a distorted sense of
consumption. For example, people underestimate calories in larger servings and tend to serve themselves more when using larger utensils, plates or
bowls .

Prelec & Loewenstein, (1998). The pain of paying plays an important role in consumer self-regulation to keep spending in check This pain is thought
to be reduced in credit card purchases, because plastic is less tangible than cash, the depletion of resources (money) is less visible and payment is
deferred. Different types of people experience different levels of pain of paying, which can affect spending decisions.
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Thaler & Benartzi, (2004) The ‘Save More Tomorrow’ program aimed at helping employees save more money, illustrates precommitment alongside
other ideas from behavioral economics. The program gives employees the option of precommitting to a gradual increase in their savings rate in the
future, each time they get a raise.

Loewenstein ( 2003) research observed that the positive impact of a career promotion due to an under-appreciation of adaptation, put above-optimal
variety in their planning for future consumption or underestimate the future selling price of an item by not taking into account the endowment effect.
Consumers’ under-appreciation of habit formation may lead to projection bias in planning for the future, such as retirement savings.

Cialdini ( 1999).Social proof is an informational influence and can lead to herd behavior. It is also sometimes referred to as a heuristic. Research
suggests that receiving information about how others behave (social proof) leads to greater compliance among people from collectivist cultures,
whereas information on the individual’s past behavior is associated with greater compliance for people from individualist cultures.

Evans & Krueger( 2009) The nature of trusting behavior is a multi-faceted part of psychology, investigated in terms of underlying dispositions,
intergroup processes, and cognitive expectations

Fehr(2010)Behavioral and biological evidence indicates that trusting is not simply a special case of risk-taking, but based rather on important forms of
social preferences, such as betrayal aversion.

Stigler, G. J. (1950)Behavioral economists have questioned past assumptions that utility is always maximized, and they have worked with both
traditional and new utility measures.

Shampanier, K., Mazar, N., & Ariely D. (2007)The zero price model, on the other hand, suggests that there will be an increase in a good’s intrinsic
value when the price is reduced to zero.

CONCLUSION

This study is attempt to determine the role of behavior science study’s impact on investor biases. This study expressed that human psychology and
nature interrelated about person‘s create, develop emotions for better decision making.
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