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Abstract:
Economics and conventional investment theory assumes that people are rational while markets are
efficient, but people often think and act irrationally, and financial markets rarely follow textbook
models of efficiency. Whereas behavioral finance uses knowledge from psychological studies in
context of decision making in comparison to the so called predictable models popular in standard
finance. Most oftenly investor behavior diverges from logics and rationality as investors are victim of
numerous behavioral errors that intervene while they form up investment decision. Decison making
is complicated due to the intervention of emotional attachments & avoidances, cognitive errors, and
personality traits of decision makers. In developing country like Pakistan where the environment is
unstable due to factors like security threats, terrorism, inflation, energy crises and are affecting the
thinking pattern of people and the ratio of educated entrepreneur is very less, decisions are based
on gut feelings, there is a need to study the impact of self-control, self-attribution along with
cognitive dissonance and confirmation bias on investment decision and the current aimed to do so.
The present study collected primary data through questionnaire from stock and bond investors.
Significant positive relationship is found between the study biases and their impact on investment
decisions of investors. Almost all the subjects were found to be the victims of confirmation bias,
self-control bias, self-attribution & cognitive dissonance bias. Financial advisors are recommended to
be first trained and then consulted for the detection & moderation of these biases before making
investment decisions.
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