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Abstract
According to traditional financial theory investase supposed to be rational and make decisiohsetfect all
available information but prospect theory explaiaedumber of biases which affect the investor'saver and
investors lead to irrational decision making. Tsiedy aims to investigate the influence of behalidniases
(self-attribution, illusion of control) on investmidecisions with the moderating role of finanditdracy in
context of Pakistan. The relationship was examineddministering a questionnaire and by collecéngpirical
data from investors about their own perceptiorheke biases. Questionnaire was distributed amengatimple
of 220 investors and two statistical tools corielatanalysis and regression analysis were useddtyze the
collected data. The study was found that the Bingif control bias has significant positive impantindividual
investor investment decision and no support wenaddor the positive impact of self-serving atttibn bias on
investment decision. It is also found that finahtitaracy moderates the relationship betweeniidinof control
bias and investment decision so that it weakenrétationship. The findings of this study will helppffor
investors to identify these biases which interrdpltes decision making level and then formulate eaéht
strategies to overcome these biases and redud¢mnabbehavior. Other implications and limitation the
study are also discussed.
Keywords: Illusion of Control Bias, Self-Serving AttributioBias, Financial Literacy, Investment Decision,
Pakistan.

Introduction

According to traditional finance theory individuadvestors are supposed to be rational in making
investment decision with the consideration of opfimeturns but prospect theory explained that arestor
behavior affected by number of biases which malamtho act irrationally (Kahneman & Tversky, 1979).
Individual rationality refers to two things: firstidividual update their belief on the basis of nieformation
received and the second is to make decision orbalses of their beliefs and not to consider new rimiation
(Benartzi & Thaler, 2002). Many researchers havenbexplained that Peoples make decision in irration
fashion. Investor act irrationally while investingstock exchange (Elton, Gruber, & Busse, 2004pfes use
their intuitive abilities instead of technical aysib for making investment decisions (Rubaltelliabt 2010).
According to Tversky and kahneman (1974) decisiboua uncertain events mostly depends upon individua
liking or disliking and investor decision is effedt by so many biases. In behavioral finance nojpeabples
supposed to be a rational and cognitive errorlfkedllusion of control and attribution errors (&g, 2007.

There are number studies available on biases vdifebt investment decision. This study is an attemp
to explain two most important biases i.e. illusioh control and self-serving bias with moderatinderof
financial literacy. An illusion of control was deéd as an expectancy of a personal success pribpaivil
appropriately higher than the objective probabilityuld warrant (Langer 1975, p.313). Investor owdght the
selected choices form available choices in whicHiked intrinsically (Fellner, 2009)The study of Grou and
Tabak (2008) suggested that peoples agree to ipvegbrtionately in the situation where they cantoa and
the situation where they don't have control.

Self-serving attribution bias was explained by maegearchers. According to Heider's (1958) self-
serving attribution bias represents people’s prejpeto claim an irrational degree of credit foeithsuccess and
the irrational denial of responsibility for failurbany researchers argued that peoples and managéake the
credit of positive results or behavior and let Ifael or negative results on external factors (MifldRoss, 1975;
Bradely, 1976 Larwood & Whittaker, 1977; Clapham & Schwenk, 19@latworthy & Jones, 2003; Aerts,
2005). Another study results shows that the managetake the credit of good performance of compamy
deny taking the responsibility of bad performanteampany (Keusch, Bollen, & Hassink, 2012).

Financial literacy can be used an important bufferseduce the probability of biased decisions and
help the investor in making rational decisions.iAvestors who is more literate about financial neaidan make
better and less biased decision and an investoramh less literate about financial market thereld/oe more
chance of bad investment decisions. Jappeli andl®#2013) reported that most of the individualastors lack
the basic knowledge of economics and finance lidealvioral finance, risk diversification, Inflati@nd interest
compounding due to which there are more chancazdtdge in investment biases. An individual shohie
the sufficient knowledge and skills to make effeetdecision. Rooij, Lusardi, & Alessie (2007, 20atyue that
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financial literacy effect investment decision meaken and help the investor to make unbiased investm
decision. They reported that peoples, who do nwe Hanowledge of capital market, keep away from tad
make decision on the basis of peer suggestions.

A reasonable amount of studies are conducted oretatonship of biases and investment decision but
there is still gap to introduce new moderators arelliators in order to avoid irrational decisionsarcial
literacy is an important moderator of the preséudys which is not tested before in such underlyimgchanism.
Most of the studies in developed countries havkelinbiases with the investment decision, but tlaeecfewer
empirical studies conducted in developing countimetuding Pakistan. Pakistani culture is differémtm the
western culture, so there is a need of empiricsdarch on these biases to reduce the irrationaideanaking
behavior of individual investors.

This study has theoretical as well as contextuatrdmution. Theoretically this paper will contrileutn
prospect theory which represents the investors \iefed are linked with their prospects mean biases
contextually, this topic was first discussed in iB&n's culture and context. Pakistan includes enedbping
countries where financial markets are inefficidnizestors get abnormal gains as well as loss duseveral
reasons. Individual prefer to invest in local s®dk which they are familiar (Massa & Simonov, 2006
Seasholes & Zhu, 2010). The most important readothese abnormal responses of market is investor's
irrationality.

The present study research objective is to exploeeeffect of self-attribution and illusion of cooit
bias on investor decision. The effect of thesedsiam investment decision may be strengthen or evedke to
financial literacy of investor.

Literature Review

The literatures on traditional finance suggest thaestor maximize the return by making rational
investment decision which is based on expectedyutiieory (Savage 1953). But behavioral financatedict
and explains an investor’'s decision effected by Imemof behavioral factors like cognitive and psyolial
factors which move them to act as irrationally (Halman & Tversky, 1979; Fama, 1998; Ritter, 2003yarnia
et al., 2007). The study of Thaler (1994) documegt i@t there are two types of investor in the faiahmarkets;
the peoples who are making rational decisions dmed peoples who make decisions on the basis of their
prediction which makes them irrational. Accordinghiversky (1972) individual tend to behave diffehgrvhen
he has more than one alternative and make decimmbronly on the basis of mental accounting buteftdr
analysis for decision making.
lllusion of Control Bias and Individual Investment Decision

An illusion of control was defined by Langer (19 an expectancy of a personal success probability
in appropriately higher than the objective prokabivould warrant. Investor overweight the selectdmbices
form available choices in which he has interestedrisically (Fama 1998; Fellner, 2009)he study of Grou
and Tabak (2008) suggested that peoples agreedstiproportionately in the situation where theg cantrol
and the situation where they don’t have contradividual behave differently in different situatiorihe study
conducted by Martin, Abramson and Alloy (1984) arllege students and found that people in depressed
position shows illusion of control.

Theoretically there is very least studies availatitéch explain the impact of illusion of controlasi on
individual investment decisions. lllusion of corttmas allows individuals as well as corporationsnake
decisions which they don't control. The study obGiand Tabak (2008) shows that the respondentsadidant
to invest which he did not like, even he had cdninger the situations. Peoples preferences devdlopethe
basis of what they believe and having knowledgeutlibe situations (Heath & Tversky 1991; Alloy &
Abramson, 1982). The research of Durand (2003)alswthat organization illusion of control creatésshess in
future investments decisions.

Another study of Thaller (1992) explains that gaenliharge premium on the basis of their belief and
perception about the result of tossing coin indhene. Investors usually in the market expect atgreaturn
about an event which follows their preferencesividdal while making investment decision forgets &ffect
of risk and underestimate the result which oppdked preferences and overestimate the result wbaatiirm
their preferences (Schwenk, 1984; Schweitzer & Gacl2000; Gino, Sharek, & Moore 2011). Investors
decisions in financial market biased with many dtigm biases like illusion of control while makirapoose putt
and call option decisions (Miller & Shapira, 2004).

Illusion of control was the treated as normal Helepeoples (Rudski, 2004) and illusion of control
peoples underestimate what they don't like and e&imate what they liked (Thompson, Armstrong &
Thomas1998). These all studies shows that investecssion in making investment effects with illusiof
control bias (Thompson, Armstrong, & Thomas1998).

Hypothesis 1: There is significant positive relationship between illusion of control bias and investment

decisions.
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Self -serving attribution bias and Investment Deci®n

After prospect theory, there were huge researcbaducted to explain the behavioral biases which
effect individual while making investment decisid@elf-serving attribution bias is one of the maaportant
bias which effect individual investment decisiorelf$erving attribution bias was explained in numioé¢
studies. According to Heider's (1958) self-attribat bias represents peoples propensity to clainrrational
degree of credit for their success and the irrafidenial of responsibility for failure.

Many researchers argued that peoples and managéakenthe credit of positive results or behavior
and let the bad or negative results on externaofac(Miller & Ross, 1975; Bradely, 197& arwood &
Whittaker, 1977; Clapham & Schwenk, 1991; Clatwgré Jones, 2003; Aerts, 2005). Another study result
shown that the management take the credit of geofibypnance of company and deny taking the respditgib
of bad performance of company (Keusch, Bollen, &siiak, 2012). While attributing the factor of sussand
failure peoples makes self-serving attribution Hi@sadley, 1978; Shepperd, Malone, & Sweeny, 2008
result of study conducted by Doukas and Petmez@87{2shows that managers while making merger and
acquisition decisions, make them overconfidencelwhésult in self-serving attribution bias.

Investment decisions of manager of organizatiosdmawith self-serving attribution biases while they
are making decision about acquisition investmedtather decisions. Managers overestimate inteawbf and
underestimate external factor while making investindecision which produce greater return (Libby &
Rennekamp, 2012).The study of Krusemark, Keith @leinentz (2008) conducted on 20 participants sugdes
that peoples makes self-serving attribution biadenéttributing the success and failure factors.nitgement
takes the credit of positive outcome of companyqrarance and denial to take the responsibilityailufe of
their decisions (Clapham& Schwenk 1991). Literatavailable on self-serving attribution bias suggdshat
individual while making investment decisions efgtby self-serving attribution bias (Hales, 2007) peoples
prefer to invest in the stock which generally lidke their preferences of positive outcomes.

Hypothesis 2: There is significant positive relationship between self-serving attribution bias and

individual investment decision.

Financial Literacy and Individual Investment Decision

Individuals having more knowledge about financiatters can make better investment decision as
compare to individuals having not sufficient knoglge about financial matters. Jappeli and Paduld3R0
reported that most of the adults lack the basioskedge of economics and finance like behaviorafice, risk
diversification, Inflation and interest compoundishge to which there are more chances to indulgeviestment
biases. Rooij, Lusardi and Alessie (2007, 201l)uardghat financial literacy effect investment demisi
mechanism and help the investor to make unbiasexbiment decision and they also reported that peegio
do not have knowledge of capital market, keep advayn that and make decision on the basis of peer
suggestions.

Number of empirical studies suggested that findtitgaacy helps the investor to make better dedcisi
regarding allocation of resources and managing &ximmze their return. The study of Banks and Oldfie
(2007) suggested that low literacy will result ioop allocation of resources, managing lower retmd poor
risk minimization. Many studies reveals that finahditeracy positively affect the investment dearsand help
people to earn maximum return from their investm@gllantine & Stray, 1998; Lusardi & Mitchell, 200
Lusardi, Mitchell, & Curto, 2010; Jappeli & PaduRQ13). Another study conducted by Chen and Vd|p@98)
shows that 53% of college students have low fira@riteracy and they made wrong investment decsion

Hypothesis 3: Financial literacy is positively associated with investment decision
The Moderating Role of Financial Literacy between llusions of Control Bias and Investment Decision

Due to the illusion of control bias individuals ewestimate their personal abilities for achieving a
desired outcomes but in realty he can’t achievetithis illusion leads individuals to poor investrheecision
(Rudski, 2004).The prospect theory explained séwvetfzer biases which effect the individual investrh
decision and leads to irrationality but the effetthe biases not always with the same intensitabse several
empirical studies suggested that the investmernsidaccan make more better in case of having momvedge
and information about the financial matters. Robijsardi and Alessie (2007, 2011) documented thantial
literacy assist the individuals in making investméecision and help them to make unbiased decislarsard
and Mitchell (2007) also documented that finantiteracy positively affect the investment decisiomsich is
make by investors in stoke markets. So it can meloded that the financial literacy effect the tielaship of
cognitive biases and investment decision.

Hypothesis 4: Financial literacy moderate the relationship between illusion of control bias and

individual investment decision, so that its weaken the relationship.

The Moderating Role of Financial Literacy between 8If —Serving Attribution Bias and Investment
Decision
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Tversky and kahneman (1974) documented that thestment decision is affected by many biases.
Investment decisions by mangers regarding acquisiind merger affected by self-serving attributimas
(Doukas & Petmezas, 2007). The investment decisanbe made efficient if individuals have inforroat
regarding financial markets trends and activitidscl lead to financial literacy like Mitchell andu@o, 2010
suggested that the financial literate individuats1 anake better investment decisions and maximihed t
returns. Investors having lack of understandinguaffioancial mattes makes poor investment decisansalso
make poor allocation of resources (Banks & Oldfigdd07). Financial literacy plays a buffer role aeduced
the effect of psychological biases on investmentsien.

Hypothesis 5: Financial literacy moderate the relationship between self serving attribution bias and

individual investment decision, so that its weaken the relationship.

Theoretical Framework

Financial Literacy

Ilusion of control Bias Indrndual Inwestment

Decision

Self-serving Attribution Bias

Figure 1: Model of the Study

Research Methodology
Population, Sample and Data Collection

The data for this research was collected throudh agbministered questionnaire from investors of
Islamabad Stoke Exchange and several brokeragesafdslamabad and PeshawBotal 220 questionnaires
were distributed and 167 were returned, 95% of theare males and 5% of them were females, making the
response rate approximately 75 percent. A 5-pdiattl scale was used to assess the outcomes vwgtioesof 1
= Strongly Disagree, 2=Disagree, 3=Not Sure, 4=Agaad 5 = Strongly Agree. Participation of survegsw
voluntarily and participants were assured of caenitihlity and anonymity of responses. Collecttata was
analyzed through correlation and linear regressio®&PSS.

Instrumentation
Following instruments were adopted and used inrdgsarch:
lllusion of Control Bias

The scale used to measure the illusion of contiad twas adopted from Simon, Houghton and Aquino
(2000) and Langer (1975T.he scale consists of 3 items includ®dhich ticket you would be most likely to
keep”. Cronbach’s Alpha reliability of this scalasvfound .671 and acceptable for number of 3 items.
Self- Serving Attribution Bias

Self-serving attribution bias was measured by sadtipted from Greenberg, Pyszczynski and Solomon
(1982).The scale consists of 5 items includ@® what extent was the amount of effort you pubiteking the
task responsible for your performance”. Cronbaétifha reliability of this scale was found .857.
Investment Decision

Scale for investment decision was adopted from Hird Loibl (2008).The scale consists of 7 items
included*l prefer to save money because | am never surenvthiegs will collapse and | will need money”.
Cronbach’s Alpha reliability of this scale was fau747.

Financial Literacy

To measure financial literacy scale was adoptech f@ude et al (2006) and Hira and Loibl (20056
scale consists of 7 items includdchave better understanding of how to invest myney. Cronbach’s Alpha
reliability of this scale was found.692.
Control Variables

Age, gender and qualification were the demographbfcthe present study and significant difference
were found in their means. One Way ANOVA was used their mean comparisons and all the three
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demographics age, gender and qualification weréraled during the analysis. Control variables loé tstudy
were controlled in the first step of regressionlgsia to see the real effect of independent vagsiiin the
outcome.

Findings
Correlation analysis

Correlation analysis is used to examine the associaetween independent, dependent and moderating
variables.

TABIE 1

Descriptives, Correlation and Reliabilities

Mean $D. 1 2 3 4
1D 3.26 71 (74)

2ICB 403 72 3ggw (67)

354B 409 67 220% 363w (.85)

4FL 3.23 66 317 045 265 (710

**_Correlation is significant at the 0.01 levek@iled).

*. Correlation is significant at the 0.05 levelt@led).

N=167: Control variables= Age, Gender, QualificatitD=Investment Decision, ICB= Illusion of contrBlas,
SAB= Serving Attribution Bias, FL=Financial Litenac

Table 1 indicates the correlation between illusiwincontrol bias, self- serving attribution bias,
investment decision and financial literaGorrelation analysis showthat there is strongly positive association
between illusion of control bias and investmentisiea with the values of (r = .389**, p = .004).g8ificant
and positive correlation were also found betwedfsseving attribution bias and investment deciswith the
values of (r = .220*, p =.041). Furthermore theueal of (r = .317, p = .032) indicates that thersigmificant
positive association between financial literacy angestment decision. Financial literacy is negaiiv
correlated with illusion of control bias with thalue of (r = -.045). Illusion of control bias anelfsserving
attribution bias are positively and significantlgsaciate with each other with the values of (r 63*3, p =
.002).

Table 1 also shows that investment decision hadativest and self-serving attribution bias has the
highest mean. It was also found that illusion dfitcol bias has the highest standard deviation @n#)financial
literacy has the lowest standard deviation. Crohizaélpha reliabilities were also found above .Ttept the
illusion of control bias which is .67.

Regression Analysis
Regression analysis is used to examine the imgatiependent variables on dependent and the
impact of moderation.
TABLE 2
Regression Analysis with WModeration

Trvestment Decision

Predictors b R? AR
Step 1

Control variables 020

Step 2

Musion of Control 0. 287**

Serving Attnbution 0.076

Financial Literacy 0.178%* 0.085 0.06
Step 3

ICBEXFL -0.065 *

SABIEFL -0.034 0.166 0.087

N=167: ¥P= 05, ¥P= 0], ¥¥P=00]: Conirol variahles: Gender, Age and Cualification
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The regression and moderated regression analyseswsed to examine the impact of illusion of cohias
and self-serving attribution bias on investmentisien. Table 2 indicates that Illusion of contraa$ has the
significant positive impact on investment decisiwith the value off = .287* and p < .01 this lend strong
support to the first hypothesis of study. The regi@n analysis is not support the H2 of the stuelyalise there
is no significant relationship were found betweelf-serving attribution bias and investment decisiBinancial
literacy has the significant positive impact onégstment decision with the value [pf= .178* and p < .05 this
finding support the H3 of study. The interactionme’ = -.069* and p < .05 indicates that financial ristey
moderate the relationship between illusion of anlrtias and investment decision and this lend gtsapport to
H4 and its weaken the relationship because ofdtmtive effect. It was also found that financigracy does
not moderate the relationship between self-serattripution bias and investment decision becausegnession
analysis for moderation there is no support wetmdofor H5.

Moderation Analysis

Graph 1

4.5 A

3.5 A

r’/”: —— L ow Financial

Literacy

2.5 A

Investment Decision

....n... High
Financial Literacy

1.5

Low Illusion of control ~ High Illusion of control

The steeper slope in graph shows that when thd Evénancial literacy is low, the relationship
between illusion of control bias and investmentisien will be stronger. The flattest slope in thragh shows
that when the level of financial literacy is highet the relationship between illusion of controhshiand
investment decision will be weaken and this lemdrsj support to H4.

Discussion

The current research examined five hypothesesdempthe impact of illusion of control bias andfsel
serving attribution bias on investment decision smeimoderating role of financial literacy is unégrelation of
this study in context of Pakistan. There is siguifit positive association between illusion of coinbias and
investment decision was the first hypothesis ofdygtand it is strongly supported by the regressiod a
correlation analysis. This finding of the studyeansistent with finding of Miller and Shapira (2004 which he
argue that investors are biased with illusion aftoml bias while making investment decision in &tacarkets.
Literature strongly supports that illusion of canttbias affect investment decisions. Individualem®@stimate the
results of their preferences while making investtmaecision (Schwenk, 1984; Schweitzer & Cachor§020
Gino, Sharek& Moore 2011). Durand (2003) also doent®d that illusion of control bias effect the fgtu
investment decisions. It can be concluded thairthestors make investment decisions on the badiseif skills
and preferences to control the future uncertaimesvand they overestimate their skills and abdlitie

The second hypothesis of study was, there is sigmif positive association between self-serving bia
and investment decision and there is no supportfewasd for this hypothesis during the analysis.sTimding is
opposite to the findings of Doukas and Petmeza®7R@nd Hales (2007) in which they documented that
investment decisions are effected by overconfidembé&h result in self-serving attribution bias. Maers
overestimate internal factor and underestimatereatefactor while making investment decision (LibBy
Rennekamp, 2012). The inconsistency with literataey be due to the cultural differences and thssilte of
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the study shows that the investors make decisionghe basis of their beliefs and informations rdgey a
particular situation and they don't relates thergtige biases while making investment decisions.

Third hypothesis was supported by the results gfession and correlation analysis that there is
significant positive association between finantiteracy and investment decision. This finding lbé tstudy is
also consistent with literature. Rooij, Lusardi aAtbssie (2007, 2011) argue that financial literaaffect
investment decision mechanism and help the invéstorake unbiased investment decision. The studaoks
and Oldfield (2007) suggested that low literacyl wekult in poor allocation of resources. Many ssdeveals
that financial literacy positively affect the ings®nt decision and help people to earn maximunrmeftom
their investment (Ballantine & Stray, 1998; Lusaii Mitchell, 2007; Lusardi, Mitchell, &Curto, 2010;
Jappeli&Padula, 2013). It means that financialrdity helps the investors to make efficient andoreti
decisions and knowledge regarding financial agéigsicontributes to investment decisions of investorstoke
markets.

Financial literacy moderate the relationship betwékision of control bias and investment decision
was the forth hypothesis of study and it is alsorgjly supported by the findings of regression wsial for
moderation. Rooij, Lusardi and Alessie (2007, 20ddg¢umented that financial literacy assist theviutlials in
making investment decision and help them to maka@ased decisions. This finding also consistent i
study of Lusard and Mitchell (2007) in which thepcdmented that financial literacy positively affabe
investment decisions and reduced the effect of itlwgrbiases. It means that financial literate istogs make
more rational and efficient decisions due to un@eding of financial matters and they effect of mitige biases
reduced due to the high level of financial literacy

Fifth and last hypothesis of the study, financiedrhcy moderate the relationship between elf-seyvi
attribution bias and investment decision was ngipsuted by the findings of the regression analyeis
moderation. This finding of the study shows thataficial literacy not assists the investors whilekimz
investment decision. This finding is opposite te tlesults of past studies like Doukas and Petm@a37)
argue that the investment decisions by mangergdiegpacquisition and merger affected by cognitdiases
which can be reduces by knowing more about findnuiarkets principles and trends. This finding may b
opposite to the literature due to cultural factidee Pakistan is a developing country and investoes ignore
the skills and knowledge of financial matters whitaking investment decisions and they makes dessim
the basis of their preferences. They don't predekriow about the financial markets principles amhds for
their investment decisions making process and rdakesions on their personal beliefs and preferences
Managerial Implications

This research will assist the individual and ad aslinstitutional investors to know about the etffeof
cognitive biases in decision making process. Bragerhouses and other financial agencies can alsa ge
valuable support from these findings while makirgligges regarding financial markets activities atineir
business portfolios. Individual investors in cotleist society like Pakistan can also identify cu#l hurdles to
make them aware of all possible failure in the whpest portfolio investment selection. Authoriatibodies of
financial markets operations can plane and creasgemness and search about the possible solutiomgetcome
the effects of these factors in decision makingesses.

Limitations

This study is focuses on the investors locatedsiantabad and Peshawar, small sample size of this
study is also not sufficient for generalized cos@un due time constraints. This research compo$esudying
the impact of only two variables illusion of corthias and self-serving attribution bias on indivédi investment
decision. Data was collected only through questinenand using convenient sampling technique.

Directions for future research

Future research can be conducted with large sasipéeand collect data from other cities as well to
make more generalized conclusion. Further studiesuse questionnaire and interview as well forembihg
more reliable data. Future researchers can alsty she impact of other variables e.g. emotionaltigumd and
other investor sentiments with new moderation aediation like locus of control and self efficacy.

REFERENCES

Aerts, W. (2005). Picking up the pieces: impressiznagement in the retrospective attributional frgnof
accounting outcomegccounting, organizations and society, 30(6), 493-517.

Alloy, L. B., & Abramson, L. Y. (1982). Learned Ipgdssness, depression, and the illusion of cortoatnal of
personality and social psychology, 42(6), 1114.

Baker, H. K., & Nofsinger, J. R. (2002). Psychotadibiases of investorEinancial Services Review, 11(2), 97-
116.

Ballantine, J., & Stray, S. (1998). Financial apgabhand the 1S/IT investment decision making psscéournal
of Information Technology, 13(1), 3-14.

115



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) H-,i,l
\Vol.6, No.19, 2015 IIS E

Banks, J., & Oldfield, Z. (2007). Understanding &iens: Cognitive Function, Numerical Ability and
Retirement Saving*-iscal Sudies, 28(2), 143-170.

Benartzi, S., & Thaler, R. H. (2002). How much niszéstor autonomy worthThe Journal of Finance, 57(4),
1593-1616.

Bradley, G. W. (1978). Self-serving biases in tligitaution process: A reexamination of the factfiation
questionJournal of personality and social psychology, 36(1), 56.

Ceilings, floors, and imperfect calibratio®rganizational Behavior and Human Decision Processes, 114(2),
104-114.

Chen, H., & Volpe, R. P. (1998). An analysis ofgmral financial literacy among college studeFRisancial
services review, 7(2), 107-128.

Cheng, P. Y. (2007). The trader interaction effactthe impact of overconfidence on trading perfarcea An
empirical studyThe Journal of Behavioral Finance, 8(2), 59-69.

Clapham, S. E., & Schwenk, C. R. (1991). Sfving attributions, managerial cognition, and pany
performanceSrategic Management Journal, 12(3), 219-229.

Clapham, S. E., & Schwenk, C. R. (1991). Selfving attributions, managerial cognition, and pany
performanceSrategic Management Journal, 12(3), 219-229.

Clatworthy, M., & Jones, M. J. (2003). Financiaboeting of good news and bad news: evidence from
accounting narrativegccounting and business research, 33(3), 171-185.

Doukas, J. A., & Petmezas, D. (2007). Acquisitio@/erconfident Managers and Satfribution Bias.
European Financial Management, 13(3), 531-577.

Durand, R. (2003). Predicting a firm's forecastatglity: the roles of organizational illusion of ool and
organizational attentior&rategic Management Journal, 24(9), 821-838.

Elton, E. J., Gruber, M. J., & Busse, J. A. (2004)e investors rational? Choices among index furtds.
Journal of Finance, 59(1), 261-288.

Expected Utility Theory: Savage L. The FoundatiohStatistics. New York: John Wiley and Sons, 1953.

Fama, E. F. (1998). Market efficiency, long-ternmturas, and behavioral financeournal of financial
economics, 49(3), 283-306.

Fellner, G. (2009). lllusion of control as a souodgoor diversification: Experimental evidendée Journal of
Behavioral Finance, 10(1), 55-67.

Gino, F., Sharek, Z., & Moore, D. A. (2011). Keepthe illusion of control under control:

Greenberg, J., Pyszczynski, T., & Solomon, S. (J98he self-serving attributional bias: Beyond self
presentation. Journal of Experimental Social Psiahg 18(1), 56-67.

Grou, B., & Tabak, B. M. (2008). Ambiguity aversi@nd illusion of control: experimental evidencean
emerging markefThe Journal of Behavioral Finance, 9(1), 22-29.

Hales, J. (2007). Directional preferences, infofaraprocessing, and investors' forecasts of easnilogirnal of
Accounting Research, 45(3), 607-628.

Heath, C., & Tversky, A. (1991). Preference andefieAmbiguity and competence in choice under utmety.
Journal of risk and uncertainty, 4(1), 5-28.

Heider, F. (1958). The psychology of interpersapédtions.

Hira, T.K. & Loibl, C. (2005).Understanding the iangt of employer-provided financial education on kpbace
satisfactionJournal of Consumer Affairs, 39(1), 173-194.

Hira, T.K., & Loibl, ca. (2008). Gender differences investment behavior. Handbook of Consumer Kiran
Research, J.J. Xiao, (edtion), 253-270.

Jappelli, T., & Padula, M. (2013). Investment indincial literacy and saving decisiodsurnal of Banking &
Finance, 37(8), 2779-2792.

Kahneman, D., & Tversky, A. (1979). Prospect thedkin analysis of decision under riskconometrica:
Journal of the Econometric Society, 263-291.

Keusch, T., Bollen, L. H., & Hassink, H. F. (2013glf-serving bias in annual report narratives: elnpirical
analysis of the impact of economic crisesropean Accounting Review, 21(3), 623-648.

Krusemark, E. A., Keith Campbell, W., & Clementz, B. (2008). Attributions, deception, and eventatet
potentials: An investigation of the selérving biasPsychophysiology, 45(4), 511-515.

Langer, E. J. (1975). The lllusion of Contrédurnal of Personality and Social Psychology, 32(2), 311-328.

Larwood, L., & Whittaker, W. (1977). Managerial Myia: Self-Serving Biases in Organizational Planning
Journal of Applied Psychology, 62(2), 194-198.

Libby, R., & Rennekamp, K. (2012). S&krving Attribution Bias, Overconfidence, and tlesuance of
Management Forecastkurnal of Accounting Research, 50(1), 197-231.

Lusardi, A., & Mitchell, O. S. (2007). Baby boonmetirement security: The roles of planning, finahditeracy,
and housing wealtlournal of monetary Economics, 54(1), 205-224.

116



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) H-,i,l
\Vol.6, No.19, 2015 IIS E

Lusardi, A., Mitchell, O. S., & Curto, V. (2010).rfancial literacy among the youngournal of Consumer
Affairs, 44(2), 358-380.

Martin, D. J., Abramson, L. Y., & Alloy, L. B. (198. lllusion of control for self and others in depsed and
nondepressed college studedtarnal of Personality and Social Psychology, 46(1), 125.

Massa, M., & Simonov, A. (2006). Hedging, familtsrand portfolio choiceReview of Financial Sudies, 19(2),
633-685.

Miller, D. T., & Ross, M. (1975). Self-serving be&ss in the attribution of causality: Fact or fiction
Psychological bulletin, 82(2), 213.

Miller, K. D., & Shapira, Z. (2004). An empirica¢st of heuristics and biases affecting real optialuation.
Strategic Management Journal, 25(3), 269-284.

Myers, S. C., & Majluf, N. S. (1984). Corporate dirting and investment decisions when firms have
information that investors do not haveurnal of financial economics, 13(2), 187-221.

participation.Journal of Financial Economics, 101(2), 449-472.

Rabin, M. (2000). Risk aversion and expeetsitity theory: A calibration theoreniconometrica, 68(5), 1281-
1292.

Ritter, J. R. (2003). Behavioral finand®acific-Basin Finance Journal, 11(4), 429-437.

Rubaltelli, E., Pasini, G., Rumiati, R., Olsen,A&R, & Slovic, P. (2010). The influence of affectiveactions on
investment decisiongdournal of Behavioral Finance, 11(3), 168-176.

Rudski, J. (2004). The illusion of control, supiistis belief, and optimismCurrent Psychology, 22(4), 306-
315.

Schweitzer, M. E., & Cachon, G. P. (2000). Decisimas in the newsvendor problem with a known demand
distribution: Experimental evidenclanagement Science, 46(3), 404-420.

Schwenk, C. R. (1984). Cognitive simplification pesses in strategic decisiaraking. Srategic management
journal, 5(2), 111-128.

Seasholes, M. S., & Zhu, N. (2010). Individual istas and local biaShe Journal of Finance, 65(5), 1987-
2010.

Simon, M., Houghton, S. M., & Aquino, K. (2000). glotive biases, risk perception, and venture foromat
How individuals decide to start companidsurnal of business venturing, 15(2), 113-134.

Thaler, R. H. (1992). The winner's curséeross the Board, 29, 30-30.

Thaler, R. Quasi-Rational Economics. New York: RillsSage Foundation,1994.

Thompson, S. C., Armstrong, W., & Thomas, C. (1998)sions of control, underestimations, and aacyr a
control heuristic explanatiof®sychological bulletin, 123(2), 143.

Tiwana, A., Wang, J., Keil, M., & Ahluwalia, P. (@0). The bounded rationality bias in managerialiatbn of
real options: Theory and evidence from it projecB¥cision Sciences, 38(1), 157-181

Tversky, A. (1972). Elimination by aspects: A thgof choice.Psychological review, 79(4), 281.

Tversky, A., & Kahneman, D. (1974). Judgment undecertainty: Heuristics and biasesience, 185(4157),
1124-1131.

Van Rooij, M., Lusardi, A., & Alessie, R. (2007)inBncial literacy and stock market participatidvdational
Bureau of Economic Research (No. w13565)..

Van Rooij, M., Lusardi, A., & Alessie, R. (2011)in&ncial literacy and stock market

Appendix: 1
Questionnaire

Dear Respondent,
| am a student of MS Management Sciences at Mohaitalinnah University Islamabad. | am conductang
research on impact of behavioral biases on indalidwestment decisions. You can help me by cormpgeate
attached questionnaire, which | think you will findite interesting. | appreciate your participatiormy study
and | assure thgbur responses will be held confidential and will only be used for education purposes

Section 1: Demographics

Gender 1 2
Male Female
Age 1 2 3 4 5
18-25 26-33 34-41 42-49 50 and Above
Qualification 1 2 3 4 5
Matric Bachelor Master MS/M.Phil PhD
Experience 1 2 3 4 5
5 and Less 6-13 14-21 22-29 30 and Above
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Section 2: lllusion of control
If you have an opportunity to invest in lotterykiats. Ticket “A” (With your Lucky Number), TickeB"”
(Available for randomly) and Ticket “C” (Computere@erated Number).Please answer the following curesti
5

1 2 3 4
Self-serving Attribution bias. Strongly | Disagree Not Agree | Strongly
Disagree Sure Agree

10C1 You will Prefer to ticket A (Lucky Number).

10C2 You will Prefer to ticket B (Available for Randon)ly
10C3 You will Prefer to ticket C ( Computer Generated
Number)

Section 3: Self-serving Attribution bias.
How much you are responsible. Select form the ¥alg options:

1 2 3 4 5
Self-serving Attribution bias. Not at all somewhat | moderately Very Extremely
Responsible | Responsible| Responsible | Responsible| Responsible

SSA1 | To what extent was your ability to responsible
for your performance of any task?

SSA2 | To what extent was the amount of effort you put
into taking the task responsible for yoyr
performance?

SSA3 | To what extent was the ease or the difficulty|of
the task responsible for your performance?

SSA4 | To what extent was the luck responsible for your
performance on the task?

SSA5 | If assigned were used for your evaluation, hpw
important was it for you to do well?

Section 4: Investment Decisions.
Please insert a check m&m in the appropriate column to indicate whether ggree or disagree with each of
the following statements:

1 2 3 4 5
Investment Decisions Strongly Disagree Not Agree Strongly
Disagree Sure Agree

ID1 | Money is most important goal of my life.

ID2 | ltis the more satisfying to save than to invesheyo

ID3 | Stock market is unpredictable that's why | wouldereinvest in
stocks.

ID4 | | would invest a larger sum of money in stock.

ID5 | The uncertainty of whether the market will risefalt keeps me
from buying stocks.

ID6 | | prefer to save money because | am never sure tiegs will
collapse and | will need money.

ID7 | | budget my money very well.

Section 5: Financial Literacy
Please insert a check mdm in the appropriate column to indicate whether ggree or disagree with each of
the following statements:

1 2 3 4 5
Financial Literacy Strongly | Disagree | Not | Agree | Strongly
Disagree Sure Agree

FL1 | have better understanding of how to invegtmoney.
FL 2 | have better understanding of how to mamageredit use.
FL3 I have a very clear idea of my financial reddring retirement.
FL 4 | have the ability to maintain financial reds for my income and

expenditure.
FL5 | have little or no difficulty in managing nmgoney management, investments,

and budgeting.
FL 6 | have better understanding of financial iastents (eg. bonds, stock, T-bill,

future contract, option and etc.)
FL7 | have the ability to prepare my own weeklyorthly) budget.
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