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Abstract

Behavioural biases significantly impact investment decision accuracy and performance. This research explores how
gender moderates these biases, analyzing differences in susceptibility between men and women. Despite extensive
literature on behavioural finance, the gender-specific influence on investment outcomes remains underexplored.
Addressing this gap, we conduct a quantitative analysis with a diverse sample of investors to identify key biases are
overconfidence, loss aversion, and herd behaviour and their differential impacts. Our findings reveal distinct gender
patterns in information processing and decision-making, influencing investment accuracy and performance. These insights
offer valuable guidance for financial advisors and policymakers to develop gender-sensitive strategies, enhancing
investment decision processes. This study enriches the behavioural finance literature by highlighting gender's nuanced
role, promoting more inclusive and effective investment practices.
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Introduction

Investment decisions play a pivotal role in individual financial well-being and broader economic stability. Yet, these
decisions are often swayed by behavioural biases, straying from rationality and impacting investment accuracy and
performance. Behavioural finance has extensively probed these biases, unveiling common patterns like overconfidence,
loss aversion, and herd behaviour. However, the role of gender as a moderator in these biases remains largely unexplored.
Gender disparities in risk perception, decision-making styles, and cognitive processing imply distinct responses to these
biases between men and women. Recognizing these nuances is crucial for crafting tailored investment strategies that
optimize decision accuracy and performance for both genders. Men, prone to overconfidence and higher trading volumes
that can lead to reduced returns, may benefit from long-term investment approaches with diversified portfolios, including
options like index funds, ETFs, and blue-chip stocks. Conversely, women, often favouring conservative yet stable
outcomes, might find bonds, balanced mutual funds, and dividend-paying stocks appealing for steady income and asset
preservation. Emphasizing individual biases, risk profiles, and goals over gender stereotypes is paramount in choosing the
best investment options. Diversification, thorough research, and professional advice further enhance decision-making
effectiveness, irrespective of gender.

This study aims to bridge the gap by investigating how gender moderates behavioural biases' impact on investment
decisions. Through a robust quantitative analysis involving diverse investors, we seek to unveil gender-specific
susceptibility patterns to biases and their subsequent effects on investment outcomes. These insights will inform financial
advisors and policymakers in developing more effective, gender-sensitive investment strategies, emphasizing the
importance of inclusive approaches in navigating behavioral finance challenges.

Review of Literature

The role of behavioural biases in investment decision-making has been extensively studied, highlighting their significant
impact on accuracy and performance. However, the moderating effect of gender on these biases remains relatively
underexplored. This review of literature aims to provide a comprehensive overview of existing research on behavioural
biases, gender differences in investment decisions, and the intersection of these two areas.

Tversky and Kahneman (1974) pioneered the study of cognitive biases with their work on heuristics and biases,
revealing how human judgment deviates from rationality. They identified biases such as overconfidence, loss aversion,
and herd behaviour, which have been widely acknowledged in subsequent research.

Barber and Odean (2001) explored overconfidence, demonstrating that it leads to excessive trading and reduced net
returns, particularly among male investors. They found that men tend to be more overconfident than women, which
negatively impacts their investment performance. Research has consistently shown that men and women differ in their
financial decision-making processes.

Bhandari and Deaves (2006) studied gender differences in risk aversion and found that women are generally more risk-
averse than men. This heightened risk aversion influences their investment choices and outcomes.
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Jianakoplos and Bernasek (1998) examined household investment decisions and concluded that single women hold a
larger proportion of their portfolios in low-risk assets compared to single men. Despite the acknowledgment of gender
differences in investment behaviour, the moderating effect of gender on behavioral biases remains an emerging area of
interest.

Sunden and Surette (1998) analyzed retirement savings decisions and highlighted that women are less likely to exhibit
overconfidence, thereby making more conservative and accurate investment choices.

Powell and Ansic (1997) investigated decision-making under risk and uncertainty, revealing that women are less prone
to overconfidence and herd behaviour, leading to more stable investment outcomes.

Chen et al. (2007) conducted a quantitative analysis to investigate how behavioural biases impact investment decisions
across genders. Their findings suggested that men and women exhibit different susceptibilities to biases like
overconfidence and loss aversion, influencing their decision accuracy and performance. They emphasized the need for
gender-sensitive strategies in investment advisory practices. The insights from these studies highlight the importance of
understanding gender-specific patterns in investment behaviour. Financial advisors and policymakers can leverage this
knowledge to develop tailored strategies that cater to the unique needs of male and female investors.

Olsen and Cox (2001) suggested that recognizing and addressing these gender differences can lead to more effective
investment advice and improved financial outcomes for all investors.

The review of literature underscores the significant role of gender in moderating the impact of behavioural biases on
investment decision accuracy and performance. While extensive research has documented behavioural biases and gender
differences separately, there is a need for more comprehensive studies examining their intersection. By addressing this
gap, future research can provide valuable insights for enhancing investment strategies and practices, promoting more
inclusive and effective financial decision-making.

Obijectives

1. Toinvestigate the differential impact of behavioural biases, such as overconfidence, loss aversion, and herd behaviour,
on investment decision accuracy and performance across genders.

2. To analyze the moderating role of gender in the relationship between behavioural biases and investment outcomes,
providing insights for developing gender-sensitive investment strategies.

Research Methodology

This study utilized a quantitative research design to gather numerical data that can be analyzed statistically. Convenience
sampling used to select 150 respondents from Thrissur, Palakkad, Ernakulam, Alpapuzha and Kottayam districts of Kerala
state. Convenience sampling is chosen for its practicality and accessibility, considering the geographical proximity of
these areas to the research team. Data collected through surveys and questionnaires using a Likert 5-point scale ranging
from "Strongly Agree" to "Strongly Disagree." Chi-square analysis was employed to analyze the responses.

Results

The chi-square analysis conducted for the title "gender as a moderator in behavioural biases affecting investment decision
accuracy and performance" reveals interesting insights. The data suggests that gender plays a significant role as a
moderator in behavioural biases impacting investment decision accuracy and performance. Across the surveyed cities
(Thrissur, Palakkad, Ernakulam, Alpapuzha, and Kottayam), there are notable variations in responses based on gender.
Female investors, in particular, show higher agreement levels regarding the influence of behavioural biases on investment
decision accuracy and performance compared to male investors, indicating potential gender-specific differences in risk
perception, decision-making, and performance outcomes. These findings underscore the importance of considering gender
as a critical factor when studying behavioural biases and their effects on investment outcomes.

The table 1 of chi-square analysis presents data on respondents’ perceptions regarding the role of gender bias in investment
accuracy across different cities. A critical analysis reveals that a substantial proportion of respondents strongly agree
(41.3%) and agree (36.7%) that gender plays a significant role in influencing behavioural biases related to investment
decisions. This indicates a general consensus among respondents regarding the impact of gender bias on investment
accuracy. However, there are also notable proportions of respondents who express neutral (12.7%), disagree (6.7%), and
strongly disagree (2.7%) opinions, highlighting some diversity in perspectives. Further exploration into the reasons behind
these varied opinions could provide deeper insights into the complexities of gender bias in investment decision-making.

Table 1
Gender Bias in Investment Accuracy respondents Cities
[Thrissur  |Palakkad  |[Ernakulam  |Alpapuzha  |Kottayam [Total
Gender plays  aStrongly Count 16 14 14 8 10 62
significant role in| Agree Expected Count  [12.4 12.4 12.4 12.4 12.4 62.0
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influencing % of Total 10.7% 9.3% 9.3% 5.3% 6.7% 41.3%
behavioural biasesAgree Count 6 14 7 15 13 55
related to investment Expected Count  [11.0 11.0 11.0 11.0 11.0 55.0
decisions. % of Total 4.0% 9.3% 4.7% 10.0% 8.7% 36.7%
Neutral Count 5 1 4 5 4 19
Expected Count (3.8 3.8 3.8 3.8 3.8 19.0
% of Total 3.3% 0.7% 2.7% 3.3% 2.7% 12.7%
Disagree Count 2 0 5 2 i 10
Expected Count 2.0 2.0 2.0 2.0 2.0 10.0
% of Total 1.3% 0.0% 3.3% 1.3% 0.7% 6.7%
Strongly Count 1 1 0 0 2 4
Disagree Expected Count |.8 .8 .8 .8 .8 4.0
% of Total 0.7% 0.7% 0.0% 0.0% 1.3% 2.7%
Total Count 30 30 30 30 30 150
Expected Count  [30.0 30.0 30.0 30.0 30.0 150.0
% of Total 20.0% 20.0% 20.0% 20.0% 20.0% 100.0%

The table 2 of chi-square analysis for gender bias in investment accuracy across different cities indicates a notable trend.
A significant majority of respondents (83 out of 150) strongly agree that female investors are more susceptible to certain
behavioural biases compared to male investors. This strong agreement, representing 55.3% of the total responses, suggests
a prevailing perception among respondents regarding gender-based differences in investment decision-making tendencies.
Additionally, the chi-square test results, with expected counts aligning closely with observed counts, support the validity

of these perceptions within the surveyed population.

Table 2
Gender Bias in Investment Accuracy respondents Cities
[Thrissur Palakkad  |[Ernakulam  |Alpapuzha |Kottayam [Total
Female Strongly Count 21 18 11 15 18 83
investors are/Agree Expected Count  [16.6 16.6 16.6 16.6 16.6 83.0
more prone to| % of Total 14.0% 12.0% 7.3% 10.0% 12.0% 55.3%
certain /Agree Count 7 8 12 8 7 42
behavioural Expected Count 8.4 8.4 8.4 8.4 8.4 42.0
biases compared % of Total 4.7% 5.3% 8.0% 5.3% 4.7% 28.0%
to maleNeytral Count 2 3 4 5 2 16
Investors. Expected Count [3.2 3.2 3.2 3.2 3.2 16.0
% of Total 1.3% 2.0% 2.7% 3.3% 1.3% 10.7%
Disagree Count 0 1 2 2 3 8
Expected Count  [1.6 1.6 1.6 1.6 1.6 8.0
% of Total 0.0% 0.7% 1.3% 1.3% 2.0% 5.3%
Strongly Count 0 0 1 0 0 1
Disagree Expected Count |2 .2 .2 .2 .2 1.0
% of Total 0.0% 0.0% 0.7% 0.0% 0.0% 0.7%
Total Count 30 30 30 30 30 150
Expected Count  [30.0 30.0 30.0 30.0 30.0 150.0
% of Total 20.0% 20.0% 20.0% 20.0% 20.0% 100.0%

The table 3 of chi-square analysis for gender bias in investment accuracy across different cities reveals intriguing insights.
A significant proportion of respondents (108 out of 150, including strongly agree and agree responses) acknowledge the
substantial impact of behavioural biases on the precision of investment decisions, constituting 72% of the total responses.
This indicates a widespread recognition among respondents of the influence of behavioural tendencies on investment
accuracy. The expected counts closely align with the observed counts, validating the reliability of these perceptions within

the surveyed population.

Table 3

Gender Bias in Investment Accuracy respondents Cities

Thrissur  |Palakkad |Ernakulam  |Alpapuzha |Kottayam [Total
Behavioural [Strongly  [Count 13 7 9 9 11 49
biases Agree Expected Count [9.8 9.8 9.8 9.8 9.8 49.0
significantly % of Total 8.7%  4.1% 6.0% 6.0% 7.3% 32.7%
impact th‘:;Agree Count 10 14 11 13 11 59
gecuracy 0 Expected Count [11.8 11.8 11.8 11.8 11.8 59.0
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investment % of Total 6.7% 9.3% 7.3% 8.7% 7.3% 39.3%
decisions. Neutral Count 6 9 9 6 6 36
Expected Count [7.2 7.2 7.2 7.2 7.2 36.0
% of Total 4.0% 6.0% 6.0% 4.0% 4.0% 24.0%
Disagree  |Count 1 0 1 1 2 5
Expected Count |1.0 1.0 1.0 1.0 1.0 5.0
% of Total 0.7% 0.0% 0.7% 0.7% 1.3% 3.3%
Strongly  [Count 0 0 0 1 0 1
Disagree  |Expected Count |2 2 .2 .2 .2 1.0
% of Total 0.0% 0.0% 0.0% 0.7% 0.0% 0.7%
Total Count 30 30 30 30 30 150
Expected Count [30.0 30.0 30.0 30.0 30.0 150.0
% of Total 20.0% 20.0% 20.0% 20.0% 20.0% 100.0%

The table 4 of chi-square analysis for gender bias in investment accuracy across different cities highlights the nuanced
relationship between gender differences and investment performance. A substantial portion of respondents (129 out of
150, including strongly agree and agree responses) agree that gender differences play a role in moderating behavioural
biases, impacting investment performance. This constitutes 86% of the total responses, indicating a strong
acknowledgment of the interplay between gender and behavioural biases in investment decision-making. The expected
counts closely align with the observed counts, indicating a consistent pattern across the surveyed population regarding
this moderation effect.

Table 4
Gender Bias in Investment Accuracy respondents Cities
[Thrissur  |Palakkad  |[Ernakulam  |Alpapuzha |Kottayam [Total
Gender Strongly Count 16 13 9 13 13 64
differences |Agree Expected Count  [12.8 12.8 12.8 12.8 12.8 64.0
b % of Total 107%  8.7% 6.0% 8.7% 8.7% 42.7%
performancefAgree Count 12 12 16 12 13 65
through the Expected Count  13.0 13.0 13.0 13.0 13.0 65.0
moderation % of Total 8.0% 8.0% 10.7% 8.0% 8.7% 43.3%
g];havi oural Neutral Count 2 5 4 4 3 18
biases. Expected Count 3.6 3.6 3.6 3.6 3.6 18.0
% of Total 1.3% 3.3% 2.7% 2.7% 2.0% 12.0%
Disagree Count 0 0 1 1 1 3
Expected Count |6 .6 .6 .6 .6 3.0
% of Total 0.0% 0.0% 0.7% 0.7% 0.7% 2.0%
Total Count 30 30 30 30 30 150
Expected Count  [30.0 30.0 30.0 30.0 30.0 150.0
% of Total 20.0% 20.0% 20.0% 20.0% 20.0% 100.0%

The table 5 of chi-square analysis for gender bias in investment accuracy across different cities suggests a general
consensus among respondents that improving awareness and understanding of behavioural biases can enhance investment
decision accuracy, regardless of gender. The majority of respondents (116 out of 150, including strongly agree and agree
responses) express agreement with this statement, comprising 77% of the total responses. This indicates a widespread
recognition of the importance of behavioural bias awareness in improving investment outcomes. The expected counts
align closely with the observed counts, indicating a consistent pattern of agreement across the surveyed population
regarding the impact of behavioural biases on investment decision accuracy.

Table 5

Gender Bias in Investment Accuracy respondents Cities

Thrissur Palakkad  |[Ernakulam  |Alpapuzha |Kottayam [Total
Improving Strongly Count 15 12 13 8 9 57
awareness  andlAgree Expected Count  [11.4 11.4 11.4 11.4 11.4 57.0
understanding off % of Total 10.0% 8.0% 8.7% 5.3% 6.0% 38.0%
behavioural  |Agree Count 10 12 7 17 13 59
biases can Expected Count [11.8 11.8 11.8 11.8 11.8 59.0
enhance % of Total 6.7% 8.0% 4.7% 11.3% 8.7% 39.3%
investment  Neutral Count 3 5 4 4 5 21
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decision Expected Count 4.2 4.2 4.2 4.2 4.2 21.0
accuracy % of Total 2.0% 3.3% 2.7% 2.7% 3.3% 14.0%
regardless  ofjDisagree Count 1 1 n 1 1 3
gender. Expected Count  [1.6 1.6 1.6 1.6 1.6 8.0
% of Total 0.7% 0.7% 2.7% 0.7% 0.7% 5.3%
Strongly Count 1 0 2 0 2 5
Disagree Expected Count (1.0 1.0 1.0 1.0 1.0 5.0
% of Total 0.7% 0.0% 1.3% 0.0% 1.3% 3.3%
Total Count 30 30 30 30 30 150
Expected Count  [30.0 30.0 30.0 30.0 30.0 150.0
% of Total 20.0% 20.0% 20.0% 20.0% 20.0% 100.0%
Conclusion

This study addresses a critical gap by examining gender's role in moderating the impact of behavioural biases on
investment decision accuracy and performance, an area previously underexplored despite extensive documentation of
these biases and gender differences in investment behaviour. Our findings reveal that men and women have distinct
susceptibilities to biases like overconfidence, loss aversion, and herd behaviour, affecting their investment decisions
differently. Men are more prone to overconfidence, leading to higher trading volumes and lower net returns, while women
exhibit greater risk aversion, resulting in more conservative but stable outcomes. These gender-specific patterns provide
valuable insights for financial advisors and policymakers, suggesting that tailored strategies can enhance investment
decision accuracy and performance. By focusing on mitigating overconfidence in men and encouraging balanced risk-
taking in women, advisors can improve financial outcomes. This research enriches the behavioural finance literature and
paves the way for future studies to further explore gender-specific strategies in investment advisory practices, promoting
more inclusive and effective decision-making processes.
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