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Abstract: With the information technology boom and the advent of internet  

trading, the numbers of people who invest in the stock markets have grown in leaps and 

bounds. This paper focuses on impact of media on individual investor’s behavior and this 

research is an attempt to study how a rational investor behaves to the news and presence of a 

stock in media and how this news affects the buying decision of an investor. It is found that 

media is considered to be more efficient in predicting the price of the stocks as compared to 

the rational investor and thus it is also concluded that media plays a significant role in 

directing the investment decision of an individual investor. 
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1.1 Introduction: 

Psychological factors play a dominant role in decision making regarding investment in 

security market. That’s why there is an immense significance to study all these factors 

comprehensively to know their impact in today’s scenario. Studies on behavioural finance 

proved that the psychological factors are relevant at the time of investment decision. Hence, 

in the present literature review an attempt has been made to pioneer the impression of biases 

of individual investors and as a group in taking investment decision. Existing literatures had 

been reviewed and it was concluded that there are number of factors which shows their 

presence in taking decisions allied to investment like loss aversion, invest in those financial 

instruments which are already familiar, prefer known risks, herding behaviour, heuristics etc. 

Demographic variables also had a deep impact on investor’s investment decision like gender, 

educational background and marital status etc. 
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1.2 Statement of Problem: 

With the information technology boom and the advent of internet  

trading, the number of people who invest in the stock markets have grown in leaps and 

bounds. In such a situation there is a lot of herd behavior and panic selling that one gets to 

see. This is not a favorable situation for any economy. So, it becomes necessary to educate 

investors to manage their emotions as much as managing money in the financial markets. 

Since the study focuses on impact of media on individual investor’s behavior and this 

research is an attempt to study how a rational investor behaves to the news and presence of a 

stock in media and how these news affects the buying decision of an investor. 

 

2. Literature Review 

According to Bloomfield R. (2006) Behavioral finance began as an attempt to understand 

why financial markets react inefficiently to public information. One stream of behavioral 

finance examines how psychological forces induce traders and managers to make suboptimal 

decisions, and how these decisions affect market behavior. Another stream examines how 

economic forces might keep rational traders from exploiting apparent opportunities for profit. 

Behavioral finance remains controversial, but will become more widely accepted if it can 

predict deviations from traditional financial models without relying on too many "ad hoc" 

assumptions. 

 

According to Senthamizhselvi A. and Seetha Ram V. (2020) behavioral finance is a 

psychological study in finance, with a special focus on individual level cognitive biases. It 

emerged over a period of time; Behavioural Portfolio Theory acts as a base for behavioural 

finance concept. The behavioural portfolio theory was formulated by Hersh Shefrin and Meir 

Statman (2000) via the theory of needs from Maslow (1943). This alternative formulation 

called Maslowian Portfolio Theory (MAPT). The origin of Behavioural finance is divided 

into Psychological, Financial and Economic. Current study is based on reviewing empirical, 

conceptual and literature-based studies focused mainly on Behavioural Portfolio Theory and 

the author used Emerald insight database which compiles specifically the reputed Investment 

Journals for the time period 1960-2017.This paper helps in better understanding about the 
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emergence and evolution of Behavioural Finance and how it helps to understand the 

orientation of investors towards their portfolio construction and investment decisions. 

 

Paul C Tetlock (2007) systematically explores the interactions between media content and the 

stock market activity. It was observed that high values of media pessimism induce downward 

pressure on market prices; unusually high or low values of pessimism lead to temporarily 

high market trading volume. The results are similar and also consistent with theoretic model 

of noise and liquidity traders and are also inconsistent with theories of media contents as a 

proxy for new information about fundamental assets values, as a proxy for market volatility, 

or as a sideshow with no relationship to asset markets. 

 

3. Research Methodology: 

3.1 Research Design: 

In the present research descriptive research design has been used to describe the behavioural 

factors that emerge out of the psychological biases of investors and also to discriminate the 

impact of media presence of stock on investment decision of an individual. 

 

3.2 Objective of the Study: 

The following are the specific objectives of the study: 

a. To identify the psychological factors that affects the buying decision of investors 

based on media presence. 

b. To study the impact of media presence of stock on investment decision of an 

individual. 

 

3.3 Data Collection: 

For the purpose of this research the primary data has been collected through semi-structured 

questionnaire from traders in stock market and secondary data is collected from official 

website of NSE and BSE. 

 

3.4 Sample Size: 

Initially it was proposed to collect approximately 100 responses for which 150 questionnaires 
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were distributed. 124 completed questionnaires were collected out of which 24 questionnaires 

were rejected for incomplete and improper information. Hence the final sample settled at 100 

which represents a response rate of 66.67% which was considered as reasonable for this type 

of study. 

 

3.5 Sampling Technique: 

Data was collected through stratified random sampling technique based on the frequency of 

trading as recommended by experts in the field, thereby giving representation to different 

categories of traders. This was done in order to understand investor behavior based on 

frequency of trading. 

 

4. Analysis of role of media: 

Many researches have been made to study the role of media in influencing the buying 

behavior of investors, following results have been obtained from current investors in this 

research: 

 

Fig. 1 

(Source: Primary Data) 

In the present research, an attempt is made to study how far an investment decision of 

individual is affected by media, in this context it was asked to investments whether they make 

any investment decision based on news in internet, it is found that, majority i.e. 36% of the 
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respondents agree to this, which is supported by 13% respondents who strongly agree to this. 

11% of the respondents, neither agree nor disagree to this, whereas, 22% of respondents 

disagree to this and remaining 18% strongly disagree to ths. 

 

 

Fig. 2 

(Source: Primary Data) 

An attempt is also made to study the impact of stock news channel on investment decision of 

investors, it is found that majority i.e. 39% of the respondents agree that they make their 

investment decision based on the news broadcasted in business news channels, which is 

supported by 17% of respondents who strongly agree to this, 13% of respondents, neither 

agree nor disagree to this, whereas, 18% respondents disagree to this and remaining 13% 

strongly disagree to this. 
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Fig. 3 

(Source: Primary Data) 

An attempt is also made to study the impact of stock news through news papers on 

investment decision of investors, it is found that majority i.e. 37% of the respondents agree 

that they make their investment decision based on the news published in business news 

papers, which is supported by 17% of respondents who strongly agree to this, 9% of 

respondents, neither agree nor disagree to this, whereas, 21% respondents disagree to this and 

remaining 16% strongly disagree to this. 
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Fig. 4 

(Source: Primary Data) 

It is also found during the research that majority of the respondents, i.e. 39% agree that they 

purchase stock which are in news, which is supported by 21% respondents who strongly 

agree to this, 11% respondents, neither agree nor disagree to this, whereas, 16% disagree to 

this and remaining 13% strongly disagree to this. 

 

5. Conclusion: 

Based on the data collected and finding it is concluded that he role of media has a very good 

impact on the minds of investors. Majority of the investors make their investment decision 

based on the news they have come across. Lack of financial literacy is the root cause of these 

investment problems. According to this research, media is considered to be more efficient in 

predicting the price of the stocks as compared to the rational investor and thus it is also 

concluded that media plays a significant role in directing the investment decision of an 

individual investor. 
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