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ABSTRACT

Purpose: The COVID-19 pandemic generated unparalleled unpredictability and
fluctuation in financial markets, greatly impacting investment choices. This research
explores how behavioural influences affect individual investors’ choices during the
COVID-19 period in India, backed by secondary market-level data on investment
behaviour during and post-pandemic

Design/Methodology/Approach: The research utilizes an exploratory and descriptive
design. Data was gathered from individual investors using a structured questionnaire. In
addition, secondary data were gathered from reports published by financial regulators,
stock exchanges, and prior empirical studies to understand broader market trends.
Descriptive statistical tools such as frequency analysis, percentage analysis, and mean
score ranking were used to analyse the primary data.

Findings: The results suggest that investment decisions made during the COVID-19
period were strongly influenced by behavioural biases, particularly loss aversion and
heightened risk perception. Secondary evidence highlights increased market volatility,
panic-driven trading, and a surge in retail investor participation during and after the
pandemic, reinforcing the presence of behavioural influences in investor decision-making.

Originality/Value: By integrating primary survey evidence with secondary market-level
data, the study provides a comprehensive understanding of investor behaviour during an
unprecedented global crisis. The research contributes to behavioural finance literature
in an emerging market context and offers insights for investors, financial advisors, and
policymakers.
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Introduction

Traditional financial theories assume that investors act
rationally and make decisions based on complete information
to maximize expected utility. However, empirical evidence
has consistently shown that investor behaviour often deviates
from rationality due to psychological, emotional, and
cognitive biases. Behavioural finance emerged as a response
to the limitations of traditional finance by incorporating
insights from psychology into financial decision-making
(Baker et al., 2020).

The outbreak of the COVID-19 pandemic resulted in
severe disruptions to global financial markets, causing sharp
declines in asset prices, increased volatility, and heightened
uncertainty. In India, the pandemic led to nationwide
lockdowns, economic contraction, and abrupt market
fluctuations, significantly affecting investor confidence and
sentiment. During such crisis periods, investors are more
likely to rely on emotions, heuristics, and behavioural biases
rather than rational analysis (Shehzad et al., 2020).

Secondary evidence from financial regulators and stock
exchanges indicates a substantial rise in retail investor
participation during and after the COVID-19 period,
accompanied by changes in trading behaviour and risk
preferences. Understanding investor behaviour during this
period is therefore critical for improving investment decision-
making and designing effective policy interventions. Against
this backdrop, the present study examines the behavioural
factors influencing investment decisions of individual
investors during the COVID-19 crisis in India.

Review of Literature

Behavioural finance challenges the traditional assumption
of rational investor behaviour by incorporating psychological
and emotional factors into financial decision-making. A
substantial body of literature documents that investors
systematically deviate from rationality due to biases such as
loss aversion, overconfidence, herding, and heightened risk
perception, particularly during periods of market stress.

Kahneman and Tversky (1979), through Prospect Theory,
demonstrated that investors perceive losses more intensely
than gains of equivalent magnitude. This asymmetry leads to
loss-averse behaviour, where investors prefer avoiding losses
rather than maximizing gains. During uncertain market
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conditions, such as financial crises, this tendency becomes
more pronounced, resulting in conservative or emotionally
driven investment decisions.

The disposition effect was empirically demonstrated
by Odean (1998), who showed that investors are hesitant
to sell assets that are losing money while rapidly reaping
returns. The psychological anguish brought on by realizing
losses and avoiding regrets is what motivates this behavior.
Overconfidence causes investors to trade excessively, which
frequently results in poorer net returns, as Barber and Odean
(2001) further demonstrated.

Market-wide crises amplify behavioural biases. During
the global financial crisis of 2008, investors exhibited
heightened risk aversion and herd behaviour. Similar patterns
have been observed during the COVID-19 pandemic. Baker et
al. (2020) documented unprecedented stock market reactions
to COVID-19-related news, highlighting panic-driven trading
and extreme volatility across global markets.

According to Zhang, Hu, and Ji (2020), the pandemic
dramatically raised stock market volatility, and price changes
were heavily influenced by investor mood. Their research
highlighted that during the early stages of the pandemic,
market behaviour was influenced by fear and uncertainty
rather than fundamentals.

In emerging markets such as India, -crisis-driven
behavioural responses are particularly relevant due to higher
retail investor participation. Secondary evidence from SEBI
and NSE reports indicates a sharp rise in new demat accounts
during the COVID-19 period, suggesting increased market
participation amid uncertainty. Studies focusing on Indian
investors reveal that emotional reactions, fear of losses, and
expectations of post-crisis recovery significantly influenced
investment decisions during the pandemic.

Even while the body of research on behavioural finance
and COVID-19 is expanding, most of it concentrates on
market-level outcomes like returns and volatility, paying
little attention to the behaviour of individual investors in
developing nations. In order to provide a thorough picture
of investor behaviour during the COVID-19 crisis in India,
this study fills this gap by merging primary survey data with
secondary market evidence.
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Table 1: Detailed Review of Key Studies on Investor Behaviour
Authors (Year) Key Findings

Kahneman & Tversky Presented Prospect Theory, which shows that investors have loss aversion and assess results in

(1979) relation to a reference point. Gains are felt more strongly than losses, which causes risk-seeking
behaviour in losses and risk-averse behaviour in gains.
Odean (1998) Identified the disposition effect, showing that investors tend to hold loss-making stocks longer than

profitable ones due to psychological reluctance to realize losses and regret avoidance.

Barber & Odean (2001) Found that overconfident investors trade excessively, resulting in inferior investment performance.
Overconfidence is more pronounced during volatile market conditions.

Shiller (2000) Highlighted the role of investor sentiment and psychological contagion in driving speculative

bubbles and market crashes, emphasizing the impact of emotions on financial markets.

Baker & Wurgler (2007) Demonstrated that investor sentiment significantly affects stock prices, particularly for difficult-to-
value and high-risk stocks.

Baker et al. (2020) Documented unprecedented global stock market reactions to COVID-19, attributing sharp market

movements to pandemic-related news and investor panic rather than economic fundamentals.

Zhang, Hu & Ji (2020)  Showed that COVID-19 led to increased stock market volatility worldwide, with investor sentiment

and uncertainty playing a dominant role in price fluctuations.

Shehzad et al. (2020) Reported that emerging markets experienced stronger negative reactions during COVID-19 due to

higher sensitivity to global uncertainty and investor fear.

SEBI (2020-21) Reported a significant rise in retail investor participation and demat account openings during the

COVID-19 period, indicating behavioural shifts in investment participation.

RBI (2021) Highlighted increased financial uncertainty and risk perception among investors during the

pandemic, influencing asset allocation and liquidity preferences.

Research Gap Identified

Behavioural  biases  including loss  aversion,
overconfidence, and herd mentality are well documented
in the literature, especially in times of crisis. However, the
majority of COVID-19-related research concentrates on
market-level metrics like returns and volatility, with little
empirical data on the actions of individual investors in
developing nations like India. Moreover, very few research
combine secondary market-level data with primary survey-
based findings. By offering a thorough behavioural analysis
of individual investors during the COVID-19 crisis and
bolstered by secondary data from market and regulatory
organizations, this study aims to close this gap.

Research Methodology

Research Design

The present study adopts an exploratory and descriptive
research design to examine investor behaviour during the
COVID-19 pandemic. Exploratory research is appropriate
as the study seeks to gain insights into behavioural factors
influencing investment decisions during an unprecedented
crisis. The descriptive approach enables systematic
observation and description of investor responses to market
uncertainty during the pandemic period.

Nature

Both primary and secondary data served as the study’s
foundation.

¢ Primary Data:

208 individual investors were given a structured
questionnaire to complete in order to gather primary data.
The purpose of the questionnaire was to record behavioural
characteristics of the COVID-19 period, including risk
perception, loss aversion, emotional decision-making, and
investment holding behaviour.

e Secondary Data:

The Securities and Exchange Board of India
(SEBI), Reserve Bank of India (RBI), National Stock
Exchange of India (NSE), and published research articles,
journals, and financial reports were among the reliable
sources from which secondary data were gathered.
These resources were utilized to comprehend changes
in investor participation both throughout and after the
COVID-19 period, as well as market-level trends and
volatility patterns.
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Sampling Design

The target population of the study comprises individual
retail investors who were actively investing in financial
markets during the COVID-19 period. Due to accessibility
constraints, convenience sampling was adopted for data
collection. Respondents were selected based on their
willingness to participate and prior experience in investment
activities.

Given the time and accessibility limitations during
the pandemic, the sample size was deemed sufficient for
exploratory behavioural analysis.

Instrument Design

Based on ideas from the literature on behavioural
finance, a structured questionnaire was created. There were
two sections to the questionnaire:
Section A:

Demographic information, including age, gender, income
level, education, and investment experience.
Section B:

Behavioural statements that capture: Loss aversion,
Risk perception, Emotional reaction to market volatility are
scored on a five-point Likert scale, ranging from Strongly
Disagree (1) to Strongly Agree (5).

The questionnaire was designed to ensure clarity,
relevance, and ease of understanding.

Time Frame for the Study

In specifically, it covers the period of market volatility,
lockdowns, and subsequent recovery in Indian financial
markets. The study focuses on investor behaviour during the
COVID-19 era.

Instruments and Methods of Analysis

To analyse the data, the following descriptive statistical
tools were employed:

e Frequency Analysis
e Percentage Analysis
e Mean Score Analysis and Ranking

The exploratory character of the study and the ordinal
scale of assessment precluded the use of inferential statistical
techniques.

Behavioural Finance and Investment Decision-Making During the COVID-19 Crisis: Evidence from India

Ethical Consideration

Respondents were guaranteed anonymity and
confidentiality, and participation in the poll was entirely
optional. The information gathered was only utilized for
scholarly and investigative purposes.

Data Analysis and Results
Table 2: Gender Result

Particulars Count %
Male 112 54
Female 96 46
Total 208 100.00
Table 3: Age Group
Particulars Count %
21-25 52 24
26 - 30 48 24
31-40 44 20
41-50 32 16
51-60 32 16
Total 208 100.00

Interpretation: 54% respondents were male  and 46%

respondents were female in this survey

Interpretation: 24% respondents were from 21-25 Years age
group however 20% respondents were from 31-40 Years age
group

Table 4: Qualification

Particulars Count %

Under Graduate (UG) 72 34

Post Graduate (PG) 108 51

Doctor of Philosophy (PhD) 28 15

Total 208 100.00
Interpretation:  In this survey, 34% respondents are Under

Graduate, 51% respondents are Post Graduate and 15%
respondents are Doctor of Philosophy.

Table 5 If your investment is showing loss, will you hold it for

recovering the loss?
Frequency Percent
Strongly disagree 36 17.3
Disagree 16 7.7
Neutral 56 26.9
Agree 80 38.5
Strongly Agree 20 9.6
Total 208 100.0
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Interpretation: Out of the total responses, 38.46%
agree, and 26.92% strongly Agree to have the hope of
recovering the loss and trying to reach the break-even point

Table 6 How would you rate the level of risk associated
with your preferred investment choice?

Frequency Percent
Very low risk 10 5
Low risk 50 24
Moderate risk 88 42
High risk 50 24
Very high risk 10 5
Total 208 100

Interpretation:

The majority of respondents, accounting for 42%,
perceive their preferred investment choice to have a moderate
level of risk. This suggests a balanced perception of risk
among a significant portion of the respondents. Additionally,
24% of respondents each perceive their preferred investment
choice to have either low or high risk, indicating a
considerable distribution of risk perceptions across these
categories. Finally, a smaller percentage of respondents,
5% each, perceive their preferred investment choice to have
either very low or very high risk, reflecting the extremes of
risk perception among a minority of respondents.

Table 7 Do the purchases and sales of other investors influence
our own investment decisions?

Frequency Percent
Strongly disagree 20 9.6
Disagree 16 7.7
Neutral 84 40.4
Agree 72 34.6
Strongly Agree 16 7.7
Total 208 100.0

Interpretation: Of the total responses, 40% were neutral
and 34.6% agreed that hearing other investors’ purchasing
and selling decisions influences your own.

Table 8 Do you prefer to keep holding into investments, even if
there past performance not very encouraging?

Frequency Percent
Strongly disagree 16 7.7
Disagree 52 25.0
Neutral 76 36.5
Agree 44 21.2
Strongly Agree 20 9.6
Total 208 100.0

Student Research Initiative ‘ ‘m )
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Interpretation: An individual’s decisions are influenced
by a specific reference point, which is anchoring, and 36.54%
of the total respondents expressed a neutral preference
to continue holding onto investments, even if their prior
performance is not particularly encouraging.

Table 9 TV Channels factors which have effect on Investment

Decision?
Frequency Percent
Strongly agree 4 1.9
Agree 36 17.3
Neutral 88 42.3
Disagree 68 32.7
Strongly Disagree 12 5.8
Total 208 100.0

Interpretation: 42.3% of the total population considers
as Agree that TV Channels factors has implications on
Investment Decision and 32.69% are neutral TV Channels
factors has implications on Investment Decisions.

Demographic Profile of Respondents

The demographic analysis provides insights into the
background characteristics of the respondents. The sample
includes investors from different age groups, educational
backgrounds, and levels of investment experience. A
significant proportion of respondents possess basic financial
awareness, enabling them to actively participate in investment
decision-making during the pandemic period.

Behavioural Response During COVID-19

The analysis indicates that the COVID-19 pandemic
significantly altered investor behaviour. Market volatility,
uncertainty regarding economic recovery, and fear of losses
influenced investment decisions.

A large number of respondents reported heightened
risk perception during the pandemic, leading to cautious
investment strategies. Many investors avoided new
investments during market crashes, while others adopted a
wait-and-watch approach.

Loss Aversion and Holding Behaviour

Loss aversion emerged as a dominant behavioural factor
influencing investment decisions. The majority of respondents
indicated reluctance to sell loss-making investments during
the COVID-19 period. This behaviour reflects emotional
attachment to investments and fear of realizing losses.

The mean score analysis reveals that statements related
to holding loss-making investments received higher mean
values compared to other behavioural factors, indicating the
strong presence of loss-averse behaviour among investors.

DOI: 10.1831 I/gjeis/2025
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Risk Perception and Emotional Decision-Making

The results show that investor risk perception increased
significantly during the pandemic. News related to rising
COVID-19 cases, lockdown measures, and economic
slowdown intensified fear and anxiety among investors.

Emotional factors such as fear, uncertainty, and
expectations of market recovery influenced investment
decisions more strongly than fundamental analysis during
the crisis period.

Mean Score Ranking of Behavioural Factors

Mean score ranking was used to identify the most
influential behavioural factors affecting investment decisions.
The analysis reveals the following order of influence:

1. Loss Aversion

2. Risk Perception

3. Emotional Response to Market Volatility
4

Investment Holding Behaviour

This ranking highlights that psychological factors played
a more significant role than rational evaluation during the
COVID-19 period.

Integration of Primary and

Secondary Findings

The primary survey findings are consistent with secondary
market-level evidence. Reports from SEBI and NSE indicate
increased retail investor participation and heightened market
volatility during the pandemic. These trends align with
survey responses indicating fear-driven decision-making and
loss-averse behaviour among individual investors.

The integration of primary and secondary data
strengthens the reliability of the findings and provides a
holistic understanding of investor behaviour during the
COVID-19 crisis.

Findings of the Study

Based on the analysis of primary survey data supported
by secondary market evidence, the following major findings
emerge from the study:

1. The COVID-19 pandemic significantly influenced
investment decision-making behaviour of individual
investors, leading to noticeable changes in risk perception
and investment strategies.

2. Loss aversion was identified as the most dominant
behavioural bias affecting investor decisions during the
pandemic period.

Behavioural Finance and Investment Decision-Making During the COVID-19 Crisis: Evidence from India

3. A majority of investors preferred to hold loss-making
investments rather than realizing losses, indicating strong
emotional attachment and regret avoidance behaviour.

4. Heightened market volatility and uncertainty increased
perceived investment risk among investors.

5. Emotional factors such as fear, anxiety, and uncertainty
had a stronger influence on investment decisions than
rational financial analysis.

6. Secondary evidence indicates a surge in retail investor
participation during and after the COVID-19 period,
reflecting behavioural shifts in investment participation.

7. The results lend credence to behavioural finance
theories like the Disposition Effect and Prospect Theory,
especially in times of crisis.

Discussion and Implications

The findings of the study reaffirm the relevance of
behavioural finance theories in explaining investor behaviour
during periods of extreme uncertainty. The dominance
of loss aversion and heightened risk perception during the
COVID-19 period supports Prospect Theory, which suggests
that investors weigh losses more heavily than gains.

The convergence of primary survey results with
secondary market-level evidence strengthens the robustness
of the findings. Increased market participation alongside
heightened volatility indicates emotionally driven investment
behaviour rather than purely rational decision-making.

Practical Implications

e For Investors: During market crises, investors might make
more logical decisions if they are aware of behavioural

biases.

e For Financial Advisors: Understanding investor
psychology can improve advisory strategies during periods
of uncertainty.

e For Policymakers and Regulators: Insights into investor
behaviour can assist in designing investor education and
market stabilization measures during future crises.

Conclusion

The present study investigates investor behaviour and
investment decision-making during the COVID-19 pandemic
within the Indian financial market context, drawing upon the
theoretical foundations of behavioural finance. The empirical
findings clearly indicate that investor decisions during the
crisis period were not purely rational; rather, they were
significantly influenced by behavioural biases, particularly
loss aversion, heightened risk perception, and emotional
responses to uncertainty.
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By integrating primary survey data with secondary
evidence from financial market reports and regulatory
sources, the study offers a comprehensive and multi-
dimensional understanding of investor behaviour during an
unprecedented global disruption. The findings show that
times of severe uncertainty, like the COVID-19 pandemic,
intensify psychological biases and cause investors to stray from
conventional theories of rational decision-making. Investors
showed a predisposition for conservative or defensive
investing methods, a strong unwillingness to recognize losses,
and heightened sensitivity to market volatility.

The results support the applicability of behavioural
finance theories, including Prospect Theory, in understanding
investment behaviour in times of crisis. Additionally, by
offering actual data from a developing market economy
where retail investor engagement has dramatically expanded
recently, the study adds to the body of literature already
available on behavioural finance. The research’s conclusions
emphasize how crucial it is to take behavioural factors into
account when analyzing investments, managing portfolios,
and developing policies—especially in times of financial and
economic uncertainty.

Limitations and Future Research
Scope

The study has some limitations that should be recognized
despite its merits. First, the results may not be as applicable
to a larger group of investors due to the small sample size
and convenience sampling. Second, the study mostly uses
descriptive and non-parametric statistical methods, which are
appropriate for exploratory analysis but restrict the capacity
to determine the causal links between investment decisions
and behavioral characteristics.Furthermore, the approach
does not account for long term behavioral changes and is
limited to a particular crisis moment.

e  Future research may address these limitations and
extend the scope of investigation in several meaningful
ways. Specifically, future studies may:

e Employ larger, more diverse, and regionally
representative samples to enhance generalizability

e  Utilize advanced inferential and econometric techniques
to examine causal relationships

e Conduct comparative studies across countries or
between developed and emerging markets

e Analyse post-COVID behavioural changes over a longer
time horizon

e Analyse how social media and online trading platforms
influence investor behaviour.

These extensions would increase the use of behavioural
finance in comprehending financial decision-making under
uncertainty and offer greater insights into investor psychology.

Student Research Initiative
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Reviewer’s Comment 1: The manuscript offers a timely and well-
executed study that explores how behavioural biases influenced investor
decision-making during the COVID-19 crisis in India. The integration of
primary data with secondary market-level evidence is commendable, as it
strengthens the overall reliability and contextual relevance of the findings.
The emphasis on loss aversion, risk perception, and emotional decision-
making provides a strong theoretical grounding in behavioural finance.
However, the study could be further enhanced by including inferential
statistical techniques, which would allow for more rigorous hypothesis
testing and causal inference. Nonetheless, the current approach offers
valuable insights into the emotional drivers behind retail investment
during a global crisis.

Reviewer Comment 2: This study makes a significant contribution by
documenting the behavioural patterns of Indian investors during an
unprecedented financial disruption. The use of a structured questionnaire
and its alignment with key constructs in behavioural finance literature
is appropriate and well-designed. The descriptive analysis is clear and
well-interpreted. One suggestion for future exploration is to consider
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how different demographic segments might display varying degrees
of behavioural biases. Including subgroup analysis could help uncover
nuanced differences in investor psychology across categories.

Reviewer Comment 3: The manuscript provides a comprehensive
overview of investor behaviour during the COVID-19 crisis, underpinned
by both theoretical and empirical evidence. It is well-written, logically
structured, and grounded in reputable academic sources. The paper
succeeds in demonstrating the applicability of theories such as Prospect
Theory and the Disposition Effect to real-world financial decision-making.
One minor area for improvement is to discuss the long-term implications
of these behavioural patterns, particularly how they might evolve post-
pandemic. This opens up a meaningful direction for longitudinal or
follow-up studies in behavioural finance.
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The article has 6% of plagiarism which is the accepted percentage as per the norms and standards of the journal for publication. As per
the editorial board’s observations and blind reviewers’ remarks the paper had some minor revisions which were communicated on a timely
basis to the authors (Chandrika), and accordingly, all the corrections had been incorporated as and when directed and required to do so. The
comments related to this manuscript are noticeably related to the theme “Behavioural Finance and Investment Decision-Making During the
COVID-19 Crisis: Evidence from India” both subject-wise and research-wise. The paper presents a thoughtful and timely contribution to
behavioural finance literature in the context of a major global crisis. It is particularly notable for its dual use of primary and secondary data,
which enriches the robustness and depth of the findings. The manuscript is clearly structured, well-referenced, and effectively communicates its
core arguments. After comprehensive reviews and editorial board’s remarks the manuscript has been categorized and decided to publish under
“Student Research Initiative” category.
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