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Abstract: 

Investors’ behaviour have been observed and analyzed by many past researchers and the 

major focus was found on the various behavioural biases that led their ultimate behaviour 

towards financial planning. Now a days people knows how to earn money but somewhere 

they failed to plan their hard earned money in right direction. This paper identifies investors’ 

behaviour towards various financial avenues for good financial planning during this 

pandemic and further what can be the scenario of investors after the slowdown the effect of 

such pandemic. The study used extensive literature papers to observe and analyze the 

behaviour of investors towards their financial planning during this COVID 19. The study 

suggests to the investors that no need focus much on the profit and loss part of the investment 

opportunity for short term period. The pandemic is short term so the effect too. Thus investor 

should focus on long terms financial planning that nullify the effect of short term profit and 

loss. Further investor should avoid rumors in terms of information asymmetry coming 

through various sources regarding COVID 19 and economy as well. 
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INTRODUCTION: 

At Present, India and world is facing a severe problem of Corona Virus spread in the lives of 

people and economy as whole. When we talk about economy, financial planning and 

investments are the major and very crucial element for each and every country. However, 

India is not an exception to this COVID 19 and hence the lives of the people and economy 

has significant impact due to this pandemic. Financial planning is led by many factors and 

one of the most important factor is investors’ psychology that forces them to behave in a 

particular manner. A general observation can be seen in the market that people are fearful 

about the COVID 19 and out of this doing financial planning is quite difficult for them.  

However, financial tenants shall never change or become irrelevant in any situation. A 

financial planning acts as a guide through the financial journey and, even if domestic and 

global upheavals dent the investments, it will help you get back on track. At the macro level, 

planning affects every aspect of personal finance, be it taxation, insurance or achievement of 

goals. At this moment it is quite difficult for people to work on their financial planning but 

they can be relaxed in this situation through financial planning only.  

Traditional economic theories cannot fully explain the movement of the stock market. 

Behavioural economics has revealed that stock prices can change due to biased or emotional 

decision making. Investors tend to make more decisions based on biased or emotional 

decision-making during times of increased volatility, such as the COVID-19 pandemic. There 

are enormous behavioural biases that have been shown by the investors while making 

investment related decisions. Moreover, rational thinking can lead to irrational decisions in a 

misperceived or misunderstood context. In addition, biases can cause people to emphasize or 

discount information or can lead to too strong an attachment to an idea or an inability to 

recognize an opportunity. The context in which you see a decision, the mental frame you give 

it (i.e., the kind of decision you determine it to be) can also inhibit your otherwise objective 

view.Much research has been done in the field of behavioral finance over the past thirty 

years. 

In line to all those research, the present study tries to combine the theoretical framework of 

behavioural finance into this pandemic duration for Surat district investors. Investors tend to 

behave normal when they have good investment opportunities but in this situation, they are 
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unable to find the good investment opportunities in the market. Irrespective of the financial 

avenue available to them, they are fearful and unable to find out best investment 

opportunities that can help to earn them good return.  

BEHAVIOURAL BIASES: 

There are various behavioral biases that have been observed and experimented by various 

psychologists for people in general and investors in special. Biases are the hindering element 

for the investors to make fruitful decisions on their financial planning. Followings are the list 

of behavioural biases that may affect the investors. 

Figure 1 Basic Behavioural Factors that Affect Investors' Decision 

 

The figure number 1 shows the fundamental broad categories of four behavioural factors that 

affect the investors while making investment decisions viz. psychological, social, 

economicand demographical factors. Here the study has focused more on psychological 

factors that governs the majority of decision among investors. Following are the list of 

behavioral biases that have been studied.  

Social factors, economic and demographical factors have also significant influence on the 

investors’ behaviour and it has reported by many researchers in the literature. Here the study 

has focused much on the psychological factors in terms of biases that prevail among the 

investors while having such uncertain situation in the market. The detailed conceptual and 
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technical meaning of each behavioural biases are given below. Actually there are around 20 

biases that prevailed and hinder the investment decisions but few of them studied and 

reported in this paper. These are biases are particularly identified from past literatures only.  

Table 1 List of Behavioural Biases Studied in this paper 

BIASES  MEANING  

Los Aversion  To avoidlosses strongly as compared to obtain gains.  

Mental 

Accounting  

Rather than focusing on overall portfolio return and usually 

make separate accounts for each Investment in their mind.  

Heuristics  These are the rules of thumb or mental shortcuts that help 

people in reaching decisions quickly and easily. 

Anchoring  Focusing Too Much on One Piece of Information  

Overconfidence Investors’ tendency to overestimate the precision of their 

own valuation abilities 

Herding  Follow the Investment decisions taken by the majority.  

Representativeness  Investors make mistake believing that Two similar events or 

things are closely correlated  

CONCLUSION AND DISCUSSION: 

The study is a conceptual paper that focuses on the conceptualization of behavioural biases 

prevailing among investors during lockdown period. However, lockdown period has given 

high range of volatility in the financial market where people are unable to predict the future 

and unable to find best investment opportunities for better return. In such volatile market 

people have shown biases such as Loss Aversion and Herding.  

Loss Aversion: As discussed earlier, loss aversion biases where people try to avoid losses 

strongly compared to profit. So in this COVID 19 situation where market is volatile, investors 

are avoiding losses so strongly once they encountered. So they are strongly preferring certain 

investment avenues which can help to avoid the risk and at least able to maintain their 

savings. They believe that even if we cannot make profit, we should not loss the money 

which is already earned.  

Herding: Herding is such an error that investor make believing and following the investment 

decisions taken by the majority of the people surrounding them. They are more listening to 
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the neighbor, friends, newspapers and financial advisors for making their financial planning 

decisions. In other words, Herd behaviour occurs when individuals do what others are doing 

rather than making decisions based on their own knowledge and information. Herd behaviour 

can lead to entire groups making irrational decisions. This commonly occurs to investors 

during market bubbles and crashes.  

However, these two most important and crucial biases that can largely affects to the investors 

during this pandemic and even after the effect of pandemic evaporate, people are going to 

make certain errors in future too. Still people are fearful about market and economy as well 

and they do not find any way to have as safe and secured investments. Literature suggests 

that people are moving towards investments in health insurance, mutual funds and bank 

deposits. Real estate, gold, stock market investments are affected heavily.  

The study suggests to the investors that no need focus much on the profit and loss part of the 

investment opportunity for short term period. The pandemic is short term so the effect too. 

Thus investor should focus on long terms financial planning that nullify the effect of short 

term profit and loss. Further investor should avoid rumors in terms of information asymmetry 

coming through various sources regarding COVID 19 and economy as well. Unless one 

should reach to the in-depth analysis of information heard or received and also check the 

validity and reliability of the same.    
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