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Executive Summary: 

The research is based on “Investor Attitude 

and Behavior on Loss Making Investments 

and Their Belief in News and Analysis.” The 

topic basically focuses on the behavioral 

aspects and reactions of the investors of India 

after they indulge in loss-making investments 

and their belief in news and analysis. It 

depicts the scenario where different 

parameters and situation affects the 

psychology of an investor, demanding a 

substantial return on investments. 

Elucidating the factors which lead to losses, 

the perspective of different investors towards 

losses, and how they implement their 

strategies to deal with it and what are the 

principal driving forces of this paper. Time 

constraints, lack of relevant research papers 

related to the project assigned, sample size is 

some of the limitations of the study. The 

methodology adopted for this research is 

based on quantitative approaches, like- 

Reliability test, Validity test, Chi-square test, 

t-tests, etc., which determines the 

relationship between different attributes. 

After the tests and analysis were conducted, 

it is known that most of the respondents are 

more inclined towards the safety of principal 

and return on the investment of shares and 

mutual funds, and they are likely to invest in 

the future, based on the trusted news source, 

past and future analysis, and future 

expectation.  

 

Introduction 

Over the past decades, various studies and 

research has been done to understand the 

financial theories and how the investors' 

behavior affects the financial markets. The 

growth of behavioral finance has been 

specifically since the investors rarely behave 

according to the said financial theories. This 

domain of behavioral finance has sought to 

better elucidate the factors which affect the 

investor's decision making in the financial 

markets.  

Investment is the allocation of available 

funds in different avenues, which in turn give 

future benefits. The very purpose of such 

investment is to get a good return, from the 

investor's point of view. Choosing the right 
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avenue for investing and doing a proper 

analysis is crucial before investing. Still, it 

has been seen that even with the correct 

information and extensive research, investors 

tend to suffer loss from their investment. It 

may arise from misinterpretation of the news 

or information or lack of apt knowledge or 

maybe behavioral factors like loss aversion, 

herd behavior, cognitive and emotional 

biases, etc.  

This paper attempts to analyze those 

behavioral aspects of investors which they 

make after entering the loss-making 

investment in various investment avenues 

like the stock market, mutual funds, 

derivatives, currency, bonds, etc. Various 

tests and hypotheses have been done to 

analyze how a person reacts after making a 

loss, like do they invest more or take a time 

out from the financial markets or something 

else. The research conducted by renowned 

researchers in this field interprets those 

decisions taken by different investors are 

carried away by different factors like- their 

way of thinking, their attitude, experience in 

the world of financial markets, and so on, and 

reason of one’s decision can vary from 

person to person. 

The primary purpose of this paper is to 

empirically test the pre-and-post loss 

investment and what lead to those losses. 

Moreover, to study what type of news or 

analysis generally affect the mindset of the 

investors to make further decisions towards 

future investment and how they effectively 

strategize their plans to deal with that. It also 

determines the belief in those strategies 

remains same or not after loss-making 

investments.  

Depending on various factors or parameters, 

it is comprehensible that people who invest in 

financial markets tend to be more risk 

cautious, due to less experience and 

knowledge about it, but after they become a 

prominent player in the field, they can handle 

the situation of incurring losses in a positive 

manner, and slowly and gradually they 

become risk-takers, though this is not true for 

all. For some investors, pain of loss is more 

than the pleasure of gains, they do sell the 

avenues at prices where it reaches to a certain 

height and hold the low-valued avenues in the 

hope that it will give decent return in future. 

Therefore, this study contributes that investor 

are more enthralled by different factors, 

which ultimately are the consequences of 

Disposition effect, and mainly their center of 

attention is to earn more by diversifying risk. 

Our result shows that investors not only rely 

on a single source, but they also do multiple 
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analysis and as per their belief and 

knowledge, they do prior investment. 

Objectives of study 

The main purpose of the study is to examine 

the behavioral trends of an investor pre- and 

post-loss-making investments. As there are 

lot of factors involved which triggers an 

investor to take decisions, it becomes 

important to know all the factors and its 

impact. In addition, the study also demands 

the effect of news and analysis in making 

financial decision after an investor realizes 

loss.  

 

Review of the literature  

Literature Review on “Behavioral Biases 

of the investment decisions of Romanian 

investors on the Bucharest Stock 

Exchange” 

The research paper examines the different 

aspects of behavioral biases, which involves 

the investment decisions of Romanian 

investors on the Bucharest Stock Exchange. 

It highlighted varied scenarios of financial 

markets, where investors are influenced by 

biases like overconfidence, 

representativeness. According to the research 

findings, investors tend to take irrational 

decisions, rather than following the 

standardized theories as proposed by the 

researchers, when there is a high chance of 

getting maximum expected return. Also, the 

stress of incurring loss keeps the investors in 

a situation where they finally end up in taking 

unfair investment decisions. Study shows 

that sometimes the investors are likely to 

invest in a stock only based on higher returns 

achieved in past, their decisions are unaware 

of the future analysis. 

Literature Review on “How Patterns of 

Past Guidance Provision Affect Investor 

Judgements: The Joint Effect of Guidance 

Frequency and Guidance Pattern 

Consistency” 

The research paper discusses about the 

combination effect of guidance frequency 

and guidance pattern consistency. How the 

consistent approaches in investment 

decisions and the frequency of opting 

consistent approaches affects the psychology 

of the investors are discussed out here. The 

investors tend to remain positive or takes 

good investment decisions when they follow 

a similar pattern and are guided continuously. 

In this case, voluntary disclosure, which are 

released every quarter act as an instructive 

method which helps the investor in making a 

fair judgement decision. The research 

findings explain that investors are likely to 
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take decisions, which are based on 

frequencies, though the experience of 

negative information is ignored to some 

extent. 

Literature Review on “A Dynamic Model 

of Investor Decision – Making: How 

Adaptation to Losses affects Future Selling 

Decisions” 

The above-mentioned research paper talks 

about the dynamic model of the decision of 

the investors, which are carried away by 

distinct factors. Research shows that 

generally investors are likely to hold the loss-

making investments for a long period, 

whereas sometimes they wish to sell at a 

significant loss. This is nothing but the 

disposition effect. Again, it also specifies that 

investors give more value to expected gain, 

rather than valuing expected loss. They are 

majorly affected by positive market news and 

information, which gives rise to the hope of 

expecting gains. Meanwhile, latest loss or 

negative market information also affects 

them in a more negative way.  

Literature Survey on “Disposition Effect 

and Tolerance to Losses in Stock 

Investment Decisions: An Experimental 

Study” 

The research paper explains the typical 

behavior of an investor when they are 

exposed to losses and gains. According to the 

research findings by different researchers in 

this field, investors tend to react more when 

they incur losses in their investment, which 

also creates an impact on gains, and tries to 

avoid risky decisions. When an investor 

repeatedly experiences losses, they have a 

fear of losing gains of highly valued stock, 

which urges them to sell the stock, instead of 

holding it for too long period. If the limit of 

incurring loss exceeds, then they tend to 

behave like a contrarian investor, rather than 

acting like a momentum trader. It is nothing 

but the consequences of Disposition effect, 

whose concepts are derived from loss 

aversion principle, a subset of Prospect 

theory. 

Literature Survey on “Are Investors 

Reluctant to Realize Their Losses?” 

This study states the propensity of an investor 

to hold the loss-making investments for a 

long period and selling the highly valued 

investment as early as possible. This 

approach is a result of Disposition effect and 

Prospect theory. The investors tend to give 

more importance to the gains, rather than 

giving values to losses. In addition, investors 

are likely to buy taxable investment by 

selling the loss-making stock and then again 

purchasing a stock with similar attributes. 
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This creates a situation where an investor can 

escape from tax payment, but at the same 

time they are able to experience more losses. 

The behavior of the investors shows that they 

are not interested in balancing their portfolio, 

they are more interested in identifying tax 

benefits and reducing the burden of tax, 

which mostly happens in the month of 

December.  

Literature Survey on “Does Gold 

Investment Offer Protection Against Stock 

Market Losses? Evidence from Five 

Countries”  

The research paper includes the study of gold 

investment. According to the researchers, 

investors belonging to the countries like 

India, China, US, UK invests more in gold, as 

they believe that gold acts as a great 

diversifier against the stock market losses. 

On the other hand, countries like Malaysia 

did not experience such role of gold. 

Previously, investors were confident about 

the growth of stock market, but with the 

increased volatility of the stock market, 

financial and economic crisis, gold is 

assumed to be a good hedge in terms of 

investment and profitability, which can give 

a handsome return. The researchers had 

analyzed that the demand of gold will rise 

more with the subsequent better economic 

condition of the countries. 

Literature Review on “Individual 

Investment Behavior” 

The research paper elucidates the behavior of 

an individual towards an investment. Study 

shows that individual behaves differently 

towards risk depending on distinctive factors 

like- gender, age, financial income, financial 

knowledge, etc. They mainly focus on 

reducing losses, as compared to increasing 

profit while planning for long-term 

investments. One of the long-term 

investments the research paper talks about is 

the pension and life insurance, where 

investors become risk cautious and want to 

invest in a low-risk plan which can give a 

likeable return in the future. In addition to it, 

they go for diversified portfolio to reduce the 

possible risks involved.  

Literature Review on “Financial Loss 

Aversion Illusion” 

This research paper studies the psychology of 

an investor, when they are more subjected to 

loss aversion bias. The thought of incurring 

loss put down an investor in a panic situation, 

where they give more emphasis on expected 

losses than expected gains, that is, they tend 

to sell the holding in the fear of having more 

losses, instead of focusing on gains. It had 
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also highlighted the facts of expected and 

experienced results, which claims that 

investor’s attitude and behavior towards loss-

making investment is far better than the 

prediction they are likely to expect. The 

illusion which is created due to loss aversion 

is reduced to some extent when an investor 

gets the opportunity to learn from past 

investment experiences. 

Literature review on “Michael 

Hasenstab's Global Bond Fund loses 

another $3 Billion” 

Micheal Hasenstab lost $3 Billion for 2nd 

consecutive quarter even after he squared off 

his 2-loss making investment. Templeton 

total net asset declined to $26.9 Billion from 

$30 Billion because of those loses. Its 

flagship bond fund underperforms almost 

90% from its peers returning only 0.6% 

compared to 6.9%. To offset his losses, 

Hasenstab took long position in Yen by more 

than 40% and added Norwegian krone and 

Swedish krona in the 3rd quarter. He expected 

Yen to appreciate as monetary policy 

divergence narrows between Federal Reserve 

and bank of Japan. Hasenstab has argued for 

years that markets are overvaluing 

long bonds given rising deficit spending and 

rising debt. Average duration in the fund, a 

measure of sensitivity to shifts in rates, 

increased to minus 1.01 years as of the end of 

December, the filings show. At the end of 

June, it was a record low of minus 2.82 years. 

(Doff, Natasha, Bloomberg.com, 1/20/2020). 

Literature review on “Improving risk 

assessment in financial feasibility of 

international engineering projects: A risk 

driver perspective” 

As the risk in the global market is increasing 

major engineering projects which involves 

intensive technologies and large investment 

are becoming tougher. Incorrect investment 

decision can cause great losses; quantitative 

risk assessment is used to establish financial 

feasibility of projects. Current parameters 

focus on parameters such as income, decision 

variables of investment, neglecting assessing 

the impact of risk events such as sales of 

product falling short of expectations. This 

paper helps to directly relate specific risk 

events and decision variable of loss-making 

investment. Stress testing is also introduced 

to assess the negative impact of 

extreme risks. This model is applied to an on-

going international petrochemical project to 

demonstrate its use and validate its 

applicability and effectiveness. 

(International Journal 

of Project Management. Feb2017, Vol. 35 

Issue 2, p204-211. 8p.) 
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Literature review on “Disentangling the 

drivers of renewable energy investments” 

This study is to find the main determinants of 

renewable energy investments and how 

investors feel after losing money in that. The 

findings indicate that investors who lose 

money in renewable energy investment tend 

to have less knowledge about it and the 

investors who gain better access to 

knowledge and exhibit a more positive 

attitude towards the contribution of artificial 

intelligence on the RES industry. The author 

thinks that these investors are willing to 

invest more in RES industry today. From the 

findings of the research, author contributes to 

the policy makers and government officials 

to promote and penetrate low carbon 

technologies to achieve sustainable economic 

and social growth. 

Literature review on “LOSS AVERSION 

IN FINANCIAL MARKETS” 

by -Liyan Yang 

The research paper analyzes the implications 

of loss aversion for individual decisions in 

the financial market. It suggests that people 

are more sensitive to losses than gains by a 

factor of about two. There were three points 

discussed in this article. First was that even 

loss aversion is very useful for understanding 

the financial market, but it also needs some 

assumptions to make appropriate models. 

The second was that most of the market 

outcomes were related to asset prices and the 

final point was that some normative issues 

regarding loss aversion are yet to be resolved 

and these issues have an important 

implication for the market design. 

Literature review on “A study on impact 

of business news on investors’ decision 

(2018)” 

In this research paper the author Divang j 

joshi, studied the impact of business news on 

the decision-making of the investors, which 

was measured with the help of sentiment 

analysis. In total 392 business-specific news 

of five companies for three years were 

collected and analysed. To check the impact 

of news, if any, the volume reactions were 

examined. The result indicates that there is an 

impact on the news. Secondly, AAR and 

CAAR supported that informed investor can 

earn an abnormally high return. The returns 

because of positive and negative news were 

compared and was concluded that there is no 

significant difference between AAR of 

positive business news and negative business 

news. 

Literature review on “Are news important 

to predict large losses? Mauro Bernardi 

(2014)”  
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In this paper, the author tried to investigate 

the impact of news to predict extreme 

financial returns using high-frequency data. 

They considered several models 

specifications for their analysis. As News is a 

qualitative measure, it was transformed into a 

quantitative measure for the analysis. Three 

basic sentiment indexes were constructed for 

the analysis and were defined by historical 

market news. Models are evaluated in terms 

of their predictive accuracy to forecast out of 

sample Value at Risk of the STOXX Europe 

600 sectors at different confidence levels 

using several statistic tests and the Model 

Confidence. Results confirmed that the 

inclusion of exogenous information, as well 

as the right specification of the returns’ 

conditional distribution, significantly 

decrease the number of actual versus 

expected VAR violations towards one, as this 

is especially true for higher confidence levels. 

Literature review on “Influence of news on 

rational decision making by financial 

market investors. Shantha Gowri B. (2019)” 

This research paper analysed the impact of 

news on individual investor decisions. As 

investors need to update, adapt, and forecast 

returns with constraints of time, uncertainty, 

and resources to be successful. The objective 

was to understand and review the influence 

of news on individual investor’s decision-

making in stock markets and identify the 

impact of different types of news on an 

individual investor in stock markets, assess 

the behavioural reaction and investment 

decisions made by investors before and after 

there is news. Identifying the linking effect 

on behavioural theories and biases. It 

assesses the attention and the investor’s 

reaction of overreaction and under reaction, 

which do not comply with the efficient 

market hypothesis theory. This research gave 

the solution to comprehend the investor’s 

reaction, decision, and unresolved reversals, 

short- and long-term overreaction. 

 

How do investors react to uncertainty? 

Author: Ron Bird  

Risk is the essential part of the Investor, 

every investor faces risk while investing in 

the stock market, every individual investor 

has a different investing pattern. Risk impacts 

the future return of the investors. While 

investing the investors calculate the probable 

return the investor would get under certain 

circumstances. The concept of uncertainty 

where investors does not have the knowledge 

of future uncertainty. This research paper 

speaks about two main points that is investors 

will become more pessimistic as uncertainty 
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increases and upgrading bad news and 

downgrading good news. The study mainly 

focuses that investor consistently faces 

uncertainty by applying maximum expected 

utility. 

The investment confirmation: A 

consequence of investor’s attitudes 

towards risk. 

Capital is formed by the investment made by 

the investors in the economy of the country. 

The investment decisions are considered 

taking into mind various factors such as 

probability of risk and return, attitude of the 

investors (Adventurous, low risk, average 

risk) etc. The study aims to find determinants 

of investor’s attitude towards risk. The 

descriptive statistics, empirical studies and 

other research has been done to find out the 

outcomes of the study. 

Prevention focus and prior Investment 

failure in financial decision making. 

Author: Soo Yeong Ewe, Christian Kwai 

Choi Lee, Matoki Watabe 

This study speaks about how investors 
behave when his previous investment has 
incurred him losses, the research tries to find 
out what happens when the prior investment 
is perceived as a failure rather than as a loss. 
The research shows that individuals 
consistently prefer a less risky investment 
option in the chances of failure rather than a 

loss even though the risky option offers a 
chance to break even. The investor is ready to 
take the losses to trade-off his previous loss 
of investment. 

Data collection and Methodology 

Research design 

This research is based on primary data. Data 

collected was quantitative data and 

experimental research data. Data was then 

put into chi-square test, measures of central 

tendency, frequency distribution, pie chart 

etc. to interpret the hypothesis are framed and 

analyzed. 

Data collection 

We have collected primary data to the 
investors who have loss-making investment 
in their portfolio and how they behave in this 
situation. Data was collected through 
circulation of google form, and 211 responses 
were collected. 

DATA ANALYSIS AND 
INTERPRETATION  

Validity test  

Validity test is to know about the accuracy of 

a measure of the questionnaire. Pearson’s 

correlation method is used for validity tests. 

Test was done based on Likert scale 

responses using SPSS as the tool for 

calculation of Pearson’s correlation as to 

measure it with the critical table value of 
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Pearson’s correlation with the aim to measure 

the accuracy of the questionnaire. 

Calculation: 

Number of Respondent (N): 211 

Degree of freedom = (N-2), 5% level of significance at two-tailed 

Where, calculated value > critical value 

Data analytics  

1. Understanding the Investment Avenue 

segmentation of Investors 

Investment Avenues Respondents 

Shares 142 

Bonds/Debentures 21 

Mutual Funds 92 

Derivatives 30 

Commodity 25 

Currency trading 13 

Others (real estate, FD, 

etc.) 

25 

 

 

Interpretation: From the responses we can see that maximum 
people i.e., 41% of the respondents are 

involved in investment of shares and second-
highest was seen in mutual funds i.e., 26%, 

rest of the investment avenues where below 
10%. 

 

 

 

 

Shares
41%

Bonds/De
bentures

6%

Mutual 
Funds
26%

Derivative
s

9%

Commodit
y

7%

Currency 
trading

4%

Others 
(real 

estate, FD, 
etc)
7%

Respondents

Figure 1.1: Investment avenues 
Table 1.1: Investment avenues 
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2. Understanding the attributes which helps investors to make an investment decision 

 

 

 

 

 

 

Table 1.2: Attributes important in investment decision 

Interpretation: 

Most of the respondents use fundamental or 
technical analysis to make decision for their  

investment, second most used source is news 
information and remaining are advice of 
broker are personal gut. 

3. Understanding the sources which lead to 

Loss-making investment 

 

 

 

 

 

 

 

 

Interpretation: 

Which attribute is most important Respondents 

News 120 

Analysis 171 

Advice of broker 53 

Personal gut 72 

Sources which lead to loss Respondents 

News Channels 70 

Brokers Information 74 

Family and Friend Advice 84 

Newspaper 43 

Self 91 

Others 12 

0

50

100

150

200

News Analysis Advice of
broker

Personal
gut

Series1

0
20
40
60
80

100

Sources which led to loss

No. of respondents

Figure 1.2: Attributes important in 
investment decision 

Table 1.3: Sources which led to loss 

Figure 1.3: Sources which led to loss 
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In the study we found out that people who made decision on their own, through maybe personal 

gut which later led to loss, second was family and friend’s decision, news channel and broker’s 

information also had high impact on loss.  

4. To understand the relation between Age and Attitude of investor 

Hypothesis: 

H0= Age and attitude of investors are dependent on each other. 

H1= Age and attitude of investors are in    dependent on each other.  

 Attitude of investor Total 

Adventures 

(Extreme 

risk) 

Average 

(Some risk) 

Cautious 

(Risk-averse) 

Age 25-35 9 50 16 75 

36-45 1 7 0 8 

46-55 3 4 0 7 

55 and above 0 6 1 7 

Less than 25 19 72 23 114 

Total 32 139 40 211 

 

 

Chi-Square Tests 

 Value df Asymptotic 

Significance 

(2-sided) 

Pearson Chi-Square 9.742a 8 .284 

Likelihood Ratio 12.412 8 .134 

Table 1.4: Comparison between Attributes of investor and age 
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N of Valid Cases 211   

 

Interpretation: 

Here H0 will be accepted, since the significance value is 0.284 which means 0.284 is more then 

0.05, hence age is dependent on the attitude of the investors.    

5. To understand the relation between Attitude of investor and loss-making investments 

they endure 

 

Hypothesis 

            H0 = The attitude of investors and loss-making investment are dependent on each other. 

H1= The attitude of investors and loss-making investment are not dependent on each other 

 

Chi-Square Tests 

 Chi-Square 

Tests 

Chi-Square 

Tests 

Chi-Square Tests 

Pearson Chi-Square 8.295a 2 .016 

Likelihood Ratio 8.005 2 .018 

 Loss making investment Total 

No Yes 

Attitud

e of 

investo

r 

Adventures (Extreme risk) 9 23 32 

Average (Some risk) 44 95 139 

Cautious (Risk averse) 22 18 40 

Total 75 136 211 

Table 1.5: Chi square test between Attributes of investor and age 

Table 1.6: Comparison between Loss making investment and Attributes of investor 
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N of Valid Cases 211   

 

 

Interpretation:  

Here H0 will be rejected, since the significance (P-Value) is 0.016, which means P-value is less 

than 0.05 that means loss-making investment is independent of attitude of investor. That whether 

investor makes the loss or not the attitude of the investor is not dependent. 

 

6. To understand the Effect of diversification on Percentage of losses investors have 

No. Of 

Investment 

Avenues 

Less 

than 

10% 

10%-20% 21%-

30% 

31%-40% 41%-50% More 

than 

50% 

Grand 

total 

1 66.36% 20.91% 4.55% 5.45% 0.91% 1.82% 100% 

2 42.37% 38.98% 8.47% 3.39% 1.69% 5.08% 100% 

3 36.00% 40.00% 12.00% 0.00% 4.00% 8.00% 100% 

4 63.64% 18.18% 18.18% 0.00% 0.00% 0.00% 100% 

5 100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100% 

6 100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100% 

7 100.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100% 

8 0.00% 0.00% 100.00% 0.00% 0.00% 0.00% 100% 

Grand 

Total 

55.92% 27.49% 7.58% 3.79% 1.42% 3.79% 100% 

 

 

Interpretation:  This table measures percentage of loss on 

investment while investing in many investing 

avenues. 1-8 indicates number of different 

Table 1.7: Chi Square test between Loss making investment and Attributes of investor 

Table 1.8: Comparison between No. of investment avenues and loss on 
investment 
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avenues. Investors who are investing in only 

1-2 investment avenues (suppose only on 

shares and derivatives), investors are 

incurring more percentage of loss. While as  

and when they increase their investment 

portfolio their loss decreases. 

 

  

7. To understand how the factors of investment and its impact on loss on investment 

 

 

 

 

 

Figure 

1.4:  

 

 

Comparison between Loss making investment and factors of investment 

 

 

Interpretation: 

This table analyses what were the factors 

guiding the investment and how much loss 

 Percentage loss on investment 

Factor of 

Investment 

Less 

than 

10% 

10%-

20% 

21%-

30% 

31%-

40% 

41%-

50% 

More 

than 

50% 

Grand 

Total 

Return 59.17% 26.04% 5.33% 3.55% 1.18% 4.73% 100.00% 

Diversification 48.15% 18.52% 20.37% 7.41% 0.00% 5.56% 100.00% 

Long Term 

Fundamental 

Valuation of 

the security 

0.00% 100.00% 0.00% 0.00% 0.00% 0.00% 100.00% 

Capital 

appreciation 

48.65% 33.78% 8.11% 2.70% 1.35% 5.41% 100.00% 

Safety of 

principal 

58.54% 29.27% 8.54% 1.22% 1.22% 1.22% 100.00% 

Tax savings 66.15% 26.15% 7.69% 0.00% 0.00% 0.00% 100.00% 

Table 1.9: Comparison between Loss making investment and factors of investment 

Figure 1.5: Comparison between Loss making investment and factors of investment 
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was incurred because of it. We found that 

people looking for tax saving incurred 

comparatively less losses. While people 

looking for returns, capital appreciation and 

diversification within single investment 

avenue with the intention to maximise profit 

incurred huge losses. 

8. To understand how the no. of attributes used before decision making has impact on 

loss-making 

 Percentage Loss on Investment 

No of 

investment 

decision 

attributes 

Less 

than 

10% 

10%-20% 21%-

30% 

31%-40% 41%-

50% 

More than 

50% 

Grand 

Total 

0 3  1 1   5 

1 46 21 5 3 2 2 79 

2 42 19 6 2 1 2 72 

3 16 14 2 2  2 36 

4 11 4 2   2 19 

Grand Total 118 58 16 8 3 8 211 

 

 

Figure 1.5: Analysis of how no. of attributes before investment 

Table 1.10: Analyze how no. of attributes before investment 



PHRONIMOS : THE KIAMS JOURNAL                                                                                                                                     VOL-01 ISSUE-04 

 

52 
October - 2021 

 

 

 

Interpretation: 

This table analyses how different attributes in 

investment decision led to loss-making 

investment. Here attributes are taken as news, 

analysis, personal gut, and advice of brokers.  

With this analysis we tried to find out when 

people used multiple sources before making 

decision, they tend to reduce losses or not. 

But we can see that if people use only 1-2 

sources, they tend to make less losses rather 

than when people use multiple sources. This 

is because of psychological behaviour of 

individual, when an investor tries to follow 

multiple sources, it tends to create confusion 

and the investor makes wrong decisions. 

 

9.  To Understand the Risk-taking ability after Loss based on different age groups and 

gender 

Risk ability after Loss Risk-averse Same risk Grand Total 

Less than 25 63 51 114 

 Female 12 9 21 

 Male 51 42 93 

25-35 46 28 74 

 Female 15 7 22 

 Male 31 21 52 

36-45 3 4 7 

 Female 1 1 2 

 Male 2 3 5 

46-55 2 5 7 

 Female  1 1 

 Male 2 4 6 

55 and above 1 6 7 
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 Female  1 1 

 Male 1 5 6 

Grand Total 115 94 209 

 

Interpretation: 

This table analyses respondents’ 

demographic factors like age and gender with 

change in post-loss investment risk ability. It 

helps to analyse how different age and gender 

reacts to loss-making investment, whether 

they become more risk-averse or trade at 

same risk. It is seen that younger age group 

people become more risk-averse, while as 

age increases investors tend to trade in same 

risk and believe in their own analysis.

  

10. To understand whether after making a loss investor change their risk perception or not 

 Strategic behavior 

No. Of Sources 

Led to Loss 

Maybe No Yes Grand Total 

0 1 3 3 7 

1 28 20 60 108 

2 16 8 35 59 

3 12  7 19 

4 3  7 10 

5 4  4 8 

Grand Total 64 31 116 211 

 

Table 1.11: Accessing the risk-taking ability of different age group and gender 

Table 1.12: Understanding investors risk perception and their dependence on no. of sources 
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Interpretation: 

This table shows two factors, number of 

information source and whether they change 

their strategic behaviour after incurring loss. 

Number of investment source includes what 

sources an investor refers before investing 

like news channels, brokers, self-analysis, 

family/friend's advice, etc. According to the 

above findings, we found that after incurring 

a loss, 116 respondents who looked for only 

1 or 2 investment sources prefers to change 

their strategic behaviour from before, only 31 

responses said otherwise. 

11. To understand the factors which urge investors to make investment even after loss 

making investment 

 Strategic behavior 

Analysis Done Maybe No Yes Grand Total 

Both 23 10 54 87 

Fundamental analysis 16 6 15 37 

No analysis 18 7 29 54 

Technical analysis 7 8 18 33 

Grand Total 64 31 116 211 

 

Figure 1.6: Understanding investors risk perception and their dependence on no. of 
sources 

Table 1.13: Analyzing investors change in strategic behavior of the analysis done after loss 
investment 
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Interpretation: 

This table analyses whether after bearing a 
loss, investor’s changes their analysis or not. 
According to our sample finding it is 
concluded that 116 respondents choose to 
change their strategic behaviour and change 
their analysis, be it fundamental analysis, 
technical analysis, or both. 

 

FINDINGS OF THE STUDY 

 There is direct relation between age 

and attitude of investor, it is seen that 

young people mostly at the age of less 

than 25 or within 25-35 tend to be 

either adventurous or high risk taking 

or average, while people at elder age 

tend to be more cautious. This is due 

to do the impulsive behavior of 

investors, where young people want 

to earn more profits and to do that 

they invest aggressively. 

 With further analysis it has been seen 

that even though young people are 

more adventurous in nature, there is 

no direct relation between having loss 

making investment and attitude of 

investor, regardless of what the 

attitude of investor is, there is almost 

equal chances of incurring loss due to 

uncertainty of markets and irrational 

behavior of investor. 

 The benefits of diversification, as 

people increase their number of 

investment avenues the percentage of 

loss on investment tend to reduce and 

Figure 1.7: Analyzing investors change in strategic behavior of the analysis done after loss 
investment 
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remain in the scale of less than 10% 

or maximum between 20-30% loss. 

Thus, diversifying the investment 

portfolio helps to bring down losses. 

 Change of behavior while investing is 

also visible in the factors for which 

individual is making investment. As 

investor invest for gaining quick 

returns, capital appreciation, 

diversification in stocks to increase 

returns, then the loss tends to be more 

as investor is impulsive and can be 

irrational due to misinterpretation of 

news, informational inaccuracy or 

less experience. But in factors like 

tax-saving and safety of principal the 

percentage of loss is less as investors 

play safely and are generally risk 

averse in nature.  

 While investment decision is taken, it 

is observed that if investor follows 

only 1-2 source, they tend to have less 

loss rather than having information 

from 3-4 sources. This is due to the 

confusion which gets created while 

following many sources, an investor 

might follow the herd in this case 

rather than their tried and trusted 

decision attribute, which later results 

in losses. But ultimately due to 

informational inaccuracy and 

confusion investors leads to loss 

making investment. 

 If there is increase in age there is a 

less chances of selling the security, if 

there is a change in age then there are 

greater chances of holding the 

investment because the slope is 

positive, if there is a change in age 

there is greater chances of focusing 

on investment and when there is 

change in age then the investor will 

not stop trading for some time 

because the slope is negative. 

 If the investor incurs loss there is a 

less chances of accepting the 

responsibility, if the investor incurs 

the loss there is high chances of 

blaming others, if the investor incurs 

loss than there are high chances that 

the investor will come back in game. 

 After a certain age, when investor 

gains experience, they do not tend to 

change their risk perception and stay 

with same risk. This shows they may 

be overconfident, or their experience 

allows them to be confident enough to 

turnaround those losses. They also 

tend to do a proper mental accounting 

before getting into any kind of 
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investment. The effect of mental 

accounting does not affect their risk 

perception, they have it all sorted how 

much money is put into each 

investment and what will be the result 

even if the investment results into 

loss. 

 Investors are impulsive and like to 

change their strategic behaviour 

immediately when they incur loss, 

especially people who used 1 or 2 

news sources or any fundamental or 

technical analysis have been done. 

Even though the source or analysis 

may be useful they would like to 

change it. This is the example of loss 

aversion even though the stated news 

aversion or analysis may have given 

huge profits but as soon as it gives 

losses, they tend to change their 

strategy. 

 Even though people face losses in the 

investment they return in the market, 

while trying to understand the reason 

behind the same we found out that 

people have high future expectations, 

rely of positive market information, 

and try to perform proper analysis and 

then get back in the market. 

Scope of the study 

 Scope of the study is limited to 

individual investors of India. 

 Scope includes the investors of all age 

group and covers every occupation. 

 The sample of the study was 211 

active investors of India. 

 The duration of the study was June to 

August 2021 

 The need of the study was to know the 

investors behaviour after they make 

loss and to know their belief towards 

the news and analysis. 

Need of the study 

 To understand the behavioural 

aspects of investors in the financial 

markets.  

 The main thesis of this paper is to 

recognize the investors’ reaction and 

behaviour after entering in the loss-

making investment.   

 To understand the investor’s biasness 

towards a particular news and 

analysis after they incur loss. 

 To understand how behaviour of 

investor leads to change in their 

strategic behaviour as soon as they 

enter loss-making investment. 

 To do a real time analysis on the 

investment patterns with regards to 
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various demographic factors like age, 

gender, income, etc.  

 

Limitations of the study 

 Time constraints: Due to the less time 

allotted, the research has been conducted 

at a higher pace which can affect its 

standard. 

 Insufficient research papers: There is a 

lack of previous research papers in 

relation with this project, so the contents 

available for the project is extensively 

limited. 

 Small sample size: The number of 

responses collected is 211, which is a 

statistically a small sample size, thus it 

can be a hindrance to achieve desirable 

and reliable results. 

Limited access to data: As there is limited 

research papers related to the project on loss-

making investments, it was difficult to go 

through the facts and information because of 

limited access to data. 

Conclusion 

This research helped to determine how age, 

attitude of investor, and different factors of 

investment affects the behavior of the 

investors after entering the loss-making 

investment. At the early ages, people are 

more loss averse due to less experience in the 

market, therefore as soon as they incur loss, 

they tend to become risk averse, while people 

with more experience tend to have same risk. 

When investors tend to look at more sources 

other than their 1-2 trusted sources they tend 

to get confused and result in following the 

herd which ultimately leads to more losses. It 

can be easily concluded and advisable that 

investors should try to diversify their 

portfolio to hedge their losses. When the 

investor is eager to earn quick returns, 

diversification, and capital appreciation the 

investor tend to incur the losses as the 

investor is dependent on more than 2 sources 

of information, even though the investor 

incurs the loss they tend to reenter in the 

market to know the reason behind it. As this 

is considerably a new topic of research and 

not much research have been done on 

investors behaviour after loss making 

investment, this will research may act as a 

guide to understand the sentiments of the 

investor in the financial markets. From this 

we can conclude that there are many factors 

that influence the decision making of the 

investor, this is due to changes in behaviour 

of everyone.  
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