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ABSTRACT : 

In current years, the upward push of social media systems has considerably transformed retail investing conduct. This studies paper investigates the phenomenon 

of herding behavior among retail traders, specially within on-line trading groups on systems such as Reddit (E.G., R/WallStreetBets), Twitter (X), Telegram, and 

Discord. Herding refers to traders' tendency to mimic the trades of others in place of relying on their personal evaluation or records. Using both qualitative and 

quantitative strategies, this examine analyzes the quantity to which investment choices are prompted with the aid of discussions, sentiments, and trending inventory 

picks in social media organizations. The studies attracts on survey facts from lively retail investors, sentiment analysis of social media discussions, and a assessment 

of market reactions to viral investment trends (E.G., GameStop and AMC surges). The findings propose a robust correlation among social media engagement and 

retail herding behavior, frequently driven by way of worry of missing out (FOMO), groupthink, and the perceived credibility of nameless but influential users.   

This paper contributes to behavioral finance literature by means of shedding mild on how virtual interactions can shape market conduct, on occasion main to 

improved volatility and asset mispricing. The implications are tremendous for both person investors and regulatory our bodies, emphasizing the want for investor 

training and platform duty. 
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Introduction 

The panorama of financial markets has passed through a dramatic transformation with the emergence of social media systems as influential hubs of data 

and opinion sharing. Retail investors, who have been traditionally taken into consideration peripheral players in monetary markets, have won a newfound 

voice and collective energy via on line communities. Platforms along with Reddit, Twitter (now X), Telegram, Discord, and YouTube have created virtual 

areas in which hundreds of individuals share stock tips, funding strategies, and real-time reactions to marketplace events. This democratization of 

economic discourse has given rise to new behavioral phenomena, most notably herding conduct—in which individuals mimic the investment decisions 

of others, frequently with out unbiased analysis. Herding conduct is a nicely-documented idea in behavioral finance, typically associated with traders 

following the group due to uncertainty, lack of knowledge, or mental biases such as fear of lacking out (FOMO) and groupthink. In conventional markets, 

herding was observed at some stage in financial bubbles and crashes. However, inside the generation of social media, the mechanisms using herding have 

developed. Today, viral posts, trending hashtags, influencer opinions, and real-time comments loops can significantly impact retail investor sentiment 

and buying and selling choices.  

Notable examples, which include the GameStop (GME) and AMC Entertainment brief squeezes in 2021, have highlighted the energy of social media-

fueled collective motion in shaping stock costs, difficult hedge price range, and temporarily disrupting market efficiency. These occasions have raised 

critical questions: To what volume do retail traders rely upon on line communities for selection-making? How does social media have an impact on the 

dynamics of herding behavior? What are the wider implications for marketplace stability and investor welfare? This studies paper seeks to discover these 

questions with the aid of analyzing the function of social media platforms in shaping herding behavior amongst retail investors. By studying survey 

information, online sentiment tendencies, and real-world case research, the look at objectives to discover styles, motivations, and results of herd-pushed 

investing in the virtual age. The findings are intended to contribute to the broader literature on behavioral finance, while additionally presenting sensible 

insights for traders, marketplace analysts, and regulators. 

Objectives of the Study 

• To identify the most commonly used social media platforms among retail investors for investment-related discussions and decision-making. 

• To assess the extent to which retail investors are influenced by social media trends, opinions, and recommendations in their trading activities. 

• To explore the psychological and behavioral drivers (such as FOMO, groupthink, perceived credibility, or trust in influencers) that contribute 

to herding behavior in online communities. 

http://www.ijrpr.com/
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Literature Review 

Banerjee (1992) introduced a foundational model of herd behavior, explaining how individuals tend to make decisions sequentially and rely on others’ 

actions, especially under conditions of uncertainty. Similarly, Bikhchandani, Hirshleifer, and Welch (1992) expanded on this idea, describing herding as 

a consequence of informational cascades, where early decisions by a few individuals can disproportionately influence the actions of many others, 

regardless of personal information or beliefs. 

Barber and Odean (2008) examined how investor attention, often driven by media and public sentiment, leads to trading behaviors that may not align 

with rational analysis. This is particularly relevant in the age of social media, where attention spans are short, and viral content often overrides fundamental 

considerations. 

Kumar and Goyal (2021) investigated the Indian stock market and highlighted how platforms like Twitter and Telegram have emerged as major forces 

shaping retail investor behavior. Their findings suggest that the immediacy and accessibility of information on these platforms make investors more 

susceptible to short-term trends and herding. 

Mishra (2022) provided a focused analysis of the GameStop saga and emphasized the role of Reddit and Telegram in coordinating investor actions. The 

study noted that herding was driven not only by financial motives but also by social and emotional engagement within online communities. 

Siganos et al. (2017) studied the impact of Facebook sentiment on global financial markets and found a statistically significant relationship between social 

media mood and investor behavior. This indicates that digital platforms have become legitimate sources of sentiment indicators, often rivaling traditional 

news outlets. 

Hirschey (2021) offered quantitative evidence that herding behavior is strongly present among retail investors who follow sentiment on platforms like 

Reddit. The study found that spikes in social media activity around certain stocks corresponded with abnormal trading volumes and price volatility. 

Statman (2008) and Tuckett & Nikolic (2017) both emphasized the psychological underpinnings of investor behavior, particularly in uncertain 

environments. They argue that emotional narratives, peer validation, and conviction play a central role in decision-making, often more than logical 

analysis. 

In addition to academic studies, data from platforms like Reddit’s r/WallStreetBets and Twitter trending hashtags have revealed the real-time dynamics 

of how discussions, memes, and influencer opinions drive coordinated investment actions. Media coverage by outlets such as CNBC (2021) further 

validates these occurrences by illustrating how collective retail action has disrupted institutional strategies. 

Research Methdology 

The research methodology section outlines the framework used for conducting this study, including the research design, data collection methods, sampling 

techniques, and tools of analysis. The purpose of this study is to examine the influence of social media on herding behavior among retail investors by 

collecting and analyzing primary data. 

Research Design 

This study follows a descriptive research design, aiming to systematically describe the characteristics and behaviors of retail investors in relation to their 

use of social media platforms for investment purposes. The focus is on identifying patterns of herding, behavioral drivers, and the perceived influence of 

digital communities on trading decisions. 

Research Approach 

A quantitative research approach has been adopted, using a structured questionnaire as the primary tool for data collection. The responses were 

statistically analyzed to draw meaningful conclusions about behavioral trends and social media influence. 

Data Collection Method 

Primary data was collected directly from retail investors using a self-administered questionnaire. The questionnaire was structured into three main 

sections: 

1. Usage of social media platforms for investment discussions 

2. Influence of social media on trading decisions 

3. Psychological and behavioral factors in herding behavior 

The questions were close-ended, using multiple-choice and Likert scale formats to ensure consistency and ease of analysis. 

Sample Size and Sampling Technique 

A total of 100 respondents were selected for the study. The sampling method used was non-probability convenience sampling, where participants were 

chosen based on their availability, willingness to participate, and relevance to the study (i.e., being active retail investors and users of social media for 

investment purposes). 
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Target Population 

The target population includes individual retail investors who actively engage in trading or investing in stock markets and participate in discussions or 

follow trends on social media platforms such as Reddit, Twitter/X, Telegram, YouTube, and Discord. 

Tools of Data Analysis 

The collected data was compiled and analyzed using percentage analysis and tabulation. Each question from the survey was converted into a table 

containing three fields: Particulars, No. of Respondents, and Percentage. These tables were followed by an interpretation that highlights key trends and 

behavioral insights. MS Excel was used for basic data tabulation and chart preparation. 

Scope and Limitations 

This study is limited to a sample of 100 respondents and reflects their opinions and behaviors during the data collection period. The findings cannot be 

generalized to all retail investors globally, but they do offer significant insights into a growing trend of social media-influenced herding behavior. 

Additionally, since self-reported data may be subject to personal bias, the results are to be interpreted accordingly. 

 Data Analysis & Interpretation 

Section 1: Usage of Social Media Platforms for Investment Discussions 

Q1. Which social media platforms do you regularly use to discuss or research investment opportunities? 

Table:1 

Particular No. of Respondents Percentage 

Reddit 40 40% 

Twitter/X 35 35% 

Telegram 30 30% 

YouTube 50 50% 

Instagram 28 28% 

Facebook 18 18% 

Others 5 5% 

 

Graph:1 

Interpretation: 

YouTube (50%) and Reddit (40%) are the most frequently used platforms among retail investors for investment-related discussions. Twitter/X and 
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Telegram also have significant usage, suggesting that investors rely heavily on visual and community-driven content when making decisions. 

Q2. How frequently do you use these platforms for investment-related information? 

Table:2 

Particular No. of Respondents Percentage 

Daily 32 32% 

Weekly 38 38% 

Monthly 14 14% 

Rarely 10 10% 

Never 6 6% 

 

Graph:2 

Interpretation: 

A majority of respondents use social media platforms either daily (32%) or weekly (38%) to gather investment-related information, highlighting their 

routine dependence on online content for trading decisions. 

 

Q3. On a scale of 1 to 5, how reliable do you find social media content for making investment decisions? 

Table:3 

Particular No. of Respondents Percentage 

(Not Reliable) 8 8% 

(Slightly Reliable) 12 12% 

(Neutral) 35 35% 

(Somewhat Reliable) 30 30% 

(Highly Reliable) 15 15% 
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Graph:3 

Interpretation: 

While only 15% of respondents rate social media as highly reliable, a significant portion (30% rated 4, and 35% neutral) still considers it a useful tool, 

indicating moderate trust in online sources for making investment decisions. 

 

Section 2: Influence of Social Media on Trading Decisions 

 

Q4. Have you ever bought or sold a stock based on discussions or trends seen on social media platforms? 

Table:4 

Particular No. of Respondents Percentage 

Yes 67 67% 

No 33 33% 
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Interpretation: 

A significant 67% of respondents admitted to trading based on social media discussions or trends, confirming the influence of online content on actual 

investment actions. 

 

Q5. How often do social media trends affect your decision to invest in a particular stock or asset? 

 

Table:5 

Particular No. of Respondents Percentage 

Always 10 10% 

Often 28 28% 

Sometimes 37 37% 

Rarely 17 17% 

Never 8 8% 

 

Graph:5 

Interpretation: 

Most respondents (75%) are influenced by social media trends to some degree (Always/Often/Sometimes), indicating that social momentum often drives 

retail investment behaviors. 

Q6. Which of the following social media elements influence your trading decisions the most? 

Table:6 

(Multiple selections allowed; total responses >100) 

Particular No. of Respondents Percentage 

Influencer recommendations 48 48% 

Viral posts or memes 30 30% 

Trending hashtags 22 22% 

Comments/discussions 55 55% 

Likes/shares/upvotes 35 35% 
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Graph:6 

Interpretation: 

Comments and discussions (55%) and influencer recommendations (48%) are the top elements that impact trading decisions. This shows that the content 

itself and its perceived authority are more influential than just popularity metrics like likes or memes. 

Section 3: Psychological and Behavioral Factors in Herding 

Q7. Do you feel a Fear of Missing Out (FOMO) when you see others on social media discussing a stock that is gaining popularity? 

Table:7 

Particular No. of Respondents Percentage 

Strongly Agree 20 20% 

Agree 34 34% 

Neutral 26 26% 

Disagree 12 12% 

Strongly Disagree 8 8% 
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Interpretation: 

Over half (54%) of the respondents experience FOMO due to social media discussions, which is a critical psychological trigger contributing to herding 

behavior. 

Q8. Do you trust investment advice more when it is supported by a large number of people or followers on social media? 

Table:8 

Particular No. of Respondents Percentage 

Strongly Agree 14 14% 

Agree 30 30% 

Neutral 28 28% 

Disagree 18 18% 

Strongly Disagree 10 10% 

 

Graph:8 

Interpretation: 

Nearly 44% of respondents trust investment advice more when backed by a large number of users or followers, showing that social validation plays a key 

role in herd behavior. 

 

Q9. When making investment decisions, how often do you follow the crowd rather than rely on your own analysis? 

 

Table:9 

Particular No. of Respondents Percentage 

Always 7 7% 

Often 21 21% 

Sometimes 36 36% 

Rarely 25 25% 

Never 11 11% 
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Graph:9 

Interpretation: 

A combined 64% of respondents admit to following the crowd at least sometimes when investing, which reinforces the presence of herding behavior 

among retail investors influenced by social media. 

 Findings 

1. Prevalence of Social Media Usage for Investing: A big variety of retail investors actively use systems like YouTube (50%), Reddit (40%), 

and Twitter/X (35%) for researching and discussing funding possibilities. These platforms serve as predominant assets of informal but 

impactful monetary facts. 

2. Frequency of Use Reflects High Dependence: Around 70% of the respondents use social media on a day by day or weekly foundation to gather 

investment insights, indicating a strong reliance on digital platforms for economic selection-making.  

3. Moderate Trust in Social Media Content: Although most effective 15% of respondents keep in mind social media exceedingly reliable for 

funding advice, 65% of respondents find it both impartial or really reliable. This demonstrates a cautious yet growing believe in online funding 

communities.  

4. Social Media Directly Impacts Trading Decisions: About 67% of retail traders showed that they've bought or bought stocks based totally on 

discussions or developments on social media, proving that digital platforms aren't just informative but motion-inducing. 

5. Influence of Social Media Trends: Approximately 75% of participants are as a minimum on occasion motivated through trending subjects or 

viral funding posts, highlighting how herd mentality can be caused by means of on line momentum.  

6. Key Influencing Elements in Decision-Making: The most influential social media factors recognized were network comments/discussions 

(55%) and influencer suggestions (48%). This famous that users are greater impacted through qualitative insights than quantitative recognition 

(likes or shares). 

7. Behavioral Biases Are Prevalent: More than half (54%) of respondents revel in Fear of Missing Out (FOMO) when they see growing social 

media chatter about precise shares. This behavioral sample fuels impulsive and herd-pushed funding behaviors.  

8. Social Validation Drives Trust: About 44% of the investors tend to believe recommendation that has backing from a massive variety of 

customers or followers, reinforcing the impact of social proof in virtual financial communities.  

9. Herding is Common in Retail Investing: While best 7% usually comply with the group, 64% of respondents admitted to following others as a 

minimum occasionally while making investment selections. This confirms the existence of herding behavior amongst retail buyers inspired 

by way of social media. 

 Conclusion 

The findings of this studies without a doubt indicate that herding behavior is a sizeable phenomenon among retail buyers, specially within the context of 

social media trading communities. With the democratization of facts and the increasing popularity of systems like Reddit, YouTube, Twitter/X, and 

Telegram, funding-associated content material has come to be broadly accessible, allowing retail investors to have interaction in financial markets more 

actively than ever before. However, this accessibility also brings with it a susceptibility to psychological biases, specifically the tendency to observe the 
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crowd. This take a look at has confirmed that retail traders are not merely passive recipients of online content however are regularly without delay 

encouraged of their buying and selling selections by using social media discussions, trending hashtags, viral posts, and the perceived credibility of 

influencers and community contributors. While some degree of warning exists—contemplated in the mild agree with within the reliability of online 

funding data—a massive proportion of traders are nevertheless driven to behave based totally at the behavior of others. The prevalence of Fear of Missing 

Out (FOMO) and the want for social validation in addition exacerbate this behavioral fashion, encouraging impulsive or emotionally charged investment 

decisions. 

The information advise that social media platforms have effectively become virtual echo chambers where sentiments are amplified, and rational analysis 

is every so often overshadowed by using groupthink and market hype. Investors may additionally feel compelled to conform to popular opinions or worry 

being left behind in market traits. This dynamic introduces volatility and can cause the mispricing of property, in particular when a massive wide variety 

of retail members act in unison based totally on shared sentiment rather than essential analysis. In essence, the studies confirms that herding behavior, as 

shaped by virtual interactions, plays a pivotal role in current retail making an investment. While social media gives valuable insights and democratizes 

get entry to to market know-how, it also poses risks while users substitute independent judgment with mass opinion. This look at, consequently, 

underscores the want for progressed investor education, more attention of behavioral finance principles, and possibly even regulatory interest to the 

mechanisms of virtual investment affect. Understanding and managing these behavioral dynamics is important to ensuring greater rational, 

knowledgeable, and sustainable participation in the economic markets by retail buyers.  
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