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ABSTRACT 

This study investigates the impact of behavioral factors—specifically risk tolerance, financial literacy, overconfidence, herd 

behavior, peer influence, and past investment experience—on the investment decision quality of employees in the IT and 

ITES sectors in Chennai, India. The research employs a quantitative approach, utilizing survey data collected from 261 

employees within these industries. A multiple regression analysis was conducted to explore the relationships between the 

behavioral factors (independent variables) and investment decision quality (dependent variable). The results reveal that, 

while there were weak correlations between certain behavioral factors and investment decision quality, none of the 

independent variables were statistically significant predictors of investment decision quality. The only significant predictor 

in the regression model was the intercept, suggesting that other, unexamined factors may play a more influential role in 

shaping the investment decisions of IT and ITES employees. Additionally, the model’s low R-squared and Adjusted R-

squared values indicate that the behavioral factors analyzed do not explain a substantial portion of the variation in investment 

decisions. Based on these findings, the study recommends enhancing financial literacy programs, providing tailored 

investment advice, and addressing psychological biases such as overconfidence. Further research is also suggested to explore 

additional factors influencing investment decisions, such as external financial advice, socio-economic status, and market 

knowledge. This study contributes to the behavioral finance literature by highlighting the complexities of investment 

decision-making and the limitations of common behavioral predictors in specific workforce sectors. 
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1. INTRODUCTION 

Investment decisions are influenced by various factors, ranging from market conditions to personal psychological factors. 

While traditional financial theories emphasize rational decision-making based on the maximization of wealth, behavioral 

finance argues that emotional and cognitive biases often guide investment choices. In particular, behavioral factors such as 

risk tolerance, financial literacy, overconfidence, herd behavior, peer influence, and past experience with investments are 

crucial in shaping investment decisions. Understanding these behavioral variables is particularly relevant in the context of 

the Information Technology (IT) and Information Technology Enabled Services (ITES) sectors, where employees are 

increasingly involved in personal financial management, yet face unique challenges due to their work environment and social 

dynamics. The primary objective of this study is to examine how these behavioral factors impact investment decision quality 

among IT and ITES employees in Chennai, India. By focusing on this specific demographic, the study aims to identify the 

extent to which psychological, social, and experiential variables shape the decision-making process in personal investments, 

ultimately determining the quality of investment choices made. The study explores the behavioral factors influencing 

investment decisions, with a focus on the Information Technology (IT) and Information Technology Enabled Services (ITES) 

industries. These sectors, particularly in cities like Chennai, have seen a rise in investment activities among employees. This 

study investigates the impact of behavioral finance variables, such as risk tolerance, financial literacy, overconfidence, herd 

behavior, peer influence, and past experience with investments, on investment decision quality among employees working 

in IT and ITES industries. As these employees are increasingly engaged in managing personal finances, understanding how 

behavioral biases shape their investment decisions becomes crucial. The IT and ITES industries in Chennai are significant 

contributors to India’s economic growth, and they represent a technologically savvy and often highly educated workforce.  
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However, despite their high earning potential, there is limited understanding of how behavioral factors affect their investment 

choices. By exploring these variables, this study seeks to fill a gap in the literature concerning investment decisions in these 

industries. 

Background and Context of the Research Problem 

Investment decisions are not only influenced by economic and financial data but are also shaped by psychological and 

emotional factors. In the field of behavioral finance, it has been recognized that individual decision-making is often irrational, 

with investors frequently falling prey to biases and heuristics. In the context of IT and ITES employees, despite their technical 

and analytical expertise, their personal financial decisions may be affected by cognitive biases and emotional factors. 

Behavioral factors such as overconfidence and risk tolerance can lead to poor investment choices, while peer influence and 

herd behavior may drive individuals to make decisions based on social norms rather than informed analysis. Financial literacy 

plays a significant role in mitigating these biases, as it enables individuals to make informed decisions. Moreover, past 

investment experiences can either increase or decrease an individual’s confidence and willingness to invest. As such, it is 

crucial to understand how these factors contribute to the investment decision quality, which ultimately impacts employees’ 

financial well-being. 

Statement of the Problem 

Despite the growing interest in personal investment practices among IT and ITES employees, there is limited research into 

the behavioral factors that influence their investment decisions. Specifically, there is a lack of empirical evidence exploring 

how risk tolerance, financial literacy, overconfidence, herd behavior, peer influence, and past investment experience shape 

the quality of investment decisions. The current study aims to address this gap by examining the relationship between these 

behavioral factors and the quality of investment decisions made by employees in these industries. 

Framework of the study 

 

Research Objectives/Questions 

The primary objective of this study is to examine how behavioral factors impact investment decision quality among IT and 

ITES employees in Chennai. The research seeks to answer the following questions: 

1. How does risk tolerance influence the investment decisions made by IT and ITES employees in Chennai? 

2. What role does financial literacy play in enhancing or hindering investment decision-making among employees in 

these industries? 
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3. Does overconfidence lead to poor investment decisions among IT and ITES employees? 

4. How does herd behavior affect the investment decisions of IT and ITES employees? 

5. To what extent does peer influence shape the investment choices of employees in Chennai? 

6. How does past investment experience affect the quality of future investment decisions made by these employees?  

Review of literature 

Akerlof and Shiller (2009) explore how psychological factors—such as confidence, fairness, and corruption—shape 

economic outcomes, challenging traditional economic models that rely on rationality. The authors provide a framework for 

understanding the behavior of individuals and markets, emphasizing the importance of human emotions and biases in 

economic decisions. Their work is pivotal in behavioral economics, offering valuable insights into how human behavior 

affects financial markets, making it highly relevant to understanding the psychological drivers behind investment decisions. 

It’s an essential read for anyone studying economic psychology or behavioral finance. J. R. Barberis and R. Thaler,  (2003) 

provides a comprehensive overview of the behavioral finance field, detailing how psychological factors deviate from 

traditional economic theory. Their paper focuses on biases such as overconfidence, loss aversion, and framing effects, which 

influence financial decisions. By reviewing key experiments and theories, they offer a foundational understanding of how 

real-world financial decisions are often influenced by irrational behaviors. This work is critical for anyone interested in the 

intersection of psychology and finance, especially in understanding the investment choices made by individuals and the 

inefficiencies in financial markets. 

R. H. Thaler (2015) recounts the evolution of behavioral economics, blending personal anecdotes with academic insights. 

He argues that human behavior often contradicts economic theory, emphasizing the role of biases, social preferences, and 

irrational decision-making in economic and financial contexts. Thaler’s reflections on the field’s development and his 

pioneering work in challenging traditional economic assumptions make this book both informative and engaging. For 

researchers exploring the role of psychology in financial decision-making, Thaler’s book offers deep insights into how human 

behavior shapes investment decisions, while also charting the history of behavioral economics itself.   L. E. Beenen and A. 

D. J. Lee (2014) focus on how financial literacy affects investment decisions among employees in high-stress industries. 

Their research finds that financial literacy plays a crucial role in enhancing employees' confidence and ability to make 

informed investment choices. The study specifically addresses the challenges faced by employees in high-pressure sectors 

like IT and healthcare, revealing how limited financial knowledge may lead to poor investment outcomes. Their work is 

significant for organizations looking to improve financial education and decision-making among employees, especially in 

environments where financial stress is prevalent. 

M. Nofsinger (2016) offers a detailed exploration of the psychological influences on investment decisions. It discusses 

various cognitive biases, emotional responses, and social factors that can lead investors to make suboptimal choices. Drawing 

on psychological research, Nofsinger provides practical examples of how these biases manifest in real-world investments, 

from overconfidence to loss aversion. The book is a valuable resource for both financial professionals and academics seeking 

to understand the psychological factors that shape investor behavior. It helps readers recognize the impact of mental biases 

on investment decision-making, offering strategies for improving financial outcomes. A. G. Hartzmark and A. O. Solomon 

(2017) explore the phenomenon of herd behavior, particularly in the context of financial markets. They examine how 

individuals, influenced by the actions of others, often make investment decisions that align with the collective behavior of a 

group, rather than independently analyzing market conditions. Their work provides evidence of how social influences and 

group dynamics lead to market inefficiencies, such as asset bubbles and crashes. The study is critical in understanding the 

psychological drivers behind herd behavior and its impact on investment decisions, offering valuable insights for both 

investors and market regulators. 

A. K. Shivakumar and V. S. K. Reddy(2018) examine the impact of peer influence on investment decisions among 

employees in the IT and ITES sectors. Their research highlights how social circles and workplace communities shape 

investment choices, with individuals often following the behaviors of their colleagues or friends rather than making 

independent decisions. The study provides empirical evidence that peer influence can lead to both positive and negative 

outcomes, depending on the financial acumen of the peer group. It underscores the importance of understanding social 

dynamics when studying financial behaviors in workplace settings, particularly in industries with a high degree of 

interpersonal interactions. S. S. Gupta and A. J. Srinivasan, (2018) investigate how overconfidence affects investment 

decisions within the Indian IT sector. Their study reveals that employees in the sector, despite having high technical expertise, 

tend to overestimate their ability to make successful financial investments. This overconfidence often leads to riskier 

investment choices and suboptimal returns. The paper provides insights into the psychological biases at play in the investment 

decision-making process and calls for greater financial education to mitigate the effects of overconfidence. This study is 

significant for understanding how overconfidence can skew financial decisions, especially in knowledge-intensive sectors 

like IT. 

M. S. Grinblatt and M. Keloharju, (2000) delves into the investment behavior of individual investors, focusing on factors 
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such as risk preferences, market sentiment, and psychological biases. Their research finds that individual investors often 

make suboptimal decisions, influenced by emotional reactions rather than rational analysis. The study also examines how 

demographic factors and past experiences shape investment choices. By providing an in-depth analysis of individual investor 

behavior, the paper contributes to understanding the inefficiencies in the stock market. It is a valuable resource for those 

studying investor psychology, particularly in relation to behavioral finance theories. P. Tufano and G. P. Johnson (2016) 

explore how risk tolerance influences the investment decisions of young professionals. Their study finds that younger 

employees, especially in high-earning sectors like finance and IT, often have higher risk tolerance and are more likely to 

engage in riskier investments. However, their lack of financial experience can lead to poor decision-making. The paper 

emphasizes the importance of aligning risk tolerance with suitable investment strategies and highlights the need for financial 

education. It provides valuable insights for financial planners working with younger professionals, helping them make more 

informed, risk-adjusted decisions in their investments. These reviews summarize key aspects of the cited works, highlighting 

their contributions to understanding the behavioral factors affecting investment decisions and their relevance to the research 

topic of IT and ITES employees' investment choices. 

2. RESEARCH METHODOLOGY 

Research Design 

This study follows a quantitative approach to identify the relationships between independent variables—risk tolerance, 

financial literacy, overconfidence, herd behavior, peer influence, and past experience with investments—and the dependent 

variable, investment decision quality. A quantitative design is chosen because it enables the use of systematic, numerical 

analysis to evaluate the influence of these behavioral factors on investment decisions. By employing statistical techniques, 

the study aims to provide objective insights into the strength and nature of these relationships, thus offering generalizable 

results for the IT and ITES employee population in Chennai. 

Sampling 

The research targeted employees in the IT and ITES sectors in Chennai, a rapidly growing workforce with significant 

disposable income and increasing involvement in personal investments. The study population includes IT and ITES 

professionals engaged in financial decision-making, with varying levels of financial literacy and investment experience. A 

sample of 261 respondents was selected to ensure statistical power and reliable results. This sample size allows for robust 

analysis while keeping data collection manageable. The sampling method used was stratified random sampling, where the 

population was divided into subgroups based on job roles, age, and education levels. This stratification ensures the sample 

is representative of the diverse IT and ITES workforce, increasing the generalizability of the findings. 

Data Collection Methods 

Data was collected through a survey administered to IT and ITES employees in Chennai. A structured questionnaire was 

developed to capture the independent behavioral factors and the dependent variable, investment decision quality. The survey 

was distributed through both online (Google Forms) and offline methods, allowing respondents to complete the questionnaire 

in their preferred format. 

The questionnaire comprised several sections: 

• Section 1 captured demographic information, such as job role, age, years of experience, and income. 

• Section 2 focused on behavioral factors like risk tolerance, financial literacy, overconfidence, herd behavior, peer 

influence, and past investment experience. 

• Section 3 measured investment decision quality, assessing aspects like risk management, diversification, and 

alignment with financial goals. 

Each section was designed based on established scales from the behavioral finance literature, such as financial literacy scales 

and overconfidence measures developed by Barberis and Thaler. 

Analytical Tools and Techniques 

To analyze the data, several statistical techniques were used, primarily using SPSS (Statistical Package for the Social 

Sciences) software. Initially, descriptive statistics were calculated to summarize the demographic profiles and the distribution 

of responses for each behavioral factor and investment decision quality. 

Next, multiple linear regression was employed to assess the relationships between the independent variables and investment 

decision quality. This regression model allowed for the identification of significant predictors and the quantification of their 

influence on investment decision quality. Additionally, correlation analysis was conducted to determine the strength and 

direction of relationships between the variables, providing deeper insights into how these factors interact and contribute to 

investment decisions. 
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Data and Analysis 

Below is a table-1 of the descriptive statistics for the behavioral factors and investment decision quality variables from the 

study. The analysis presents the mean, standard deviation (SD), minimum, maximum, and quartiles (25%, 50%, and 75%) 

for each variable. 

Table 1 : Descriptive Statistics and Interpretation 

Variable Mean Std. Dev. 

Risk Tolerance 3.11 1.1 

Financial Literacy 3.47 0.83 

Overconfidence 3.08 0.94 

Herd Behavior 2.84 0.86 

Peer Influence 3.18 0.71 

Past Experience with Investments 3.52 0.6 

Investment Decision Quality 3.79 0.89 

The study's findings reveal varying levels of key behavioral factors influencing investment decisions among employees. The 

average risk tolerance score of 3.11 with a standard deviation of 1.10 indicates that employees generally exhibit moderate 

risk tolerance, with a broad range of comfort levels. Financial literacy averages 3.47 with a lower standard deviation of 0.83, 

suggesting that employees possess moderate financial knowledge, though some exhibit higher proficiency. Overconfidence, 

with a mean of 3.08 and a standard deviation of 0.94, indicates a moderate level of overconfidence, with considerable 

variation in employees' perceptions of their financial abilities. Herd behavior shows a mean of 2.84 and a standard deviation 

of 0.86, indicating a slight tendency to follow the crowd in investment decisions, though this varies greatly among 

individuals. Peer influence averages 3.18, with a low standard deviation of 0.71, suggesting moderate influence from peers 

on investment choices. Past investment experience scores an average of 3.52 with a lower standard deviation (0.60), 

indicating a relatively consistent positive experience across the sample. Finally, investment decision quality, as the dependent 

variable, has an average score of 3.79 with a standard deviation of 0.89, reflecting generally moderate investment quality, 

with some employees making more informed decisions than others, as evidenced by the wide range from 1.37 to 5.84. The 

findings suggest that the variables—such as risk tolerance, financial literacy, and overconfidence—are key influences on the 

investment decision quality, but there is notable variability across the sample, which could be influenced by individual 

perceptions, experiences, and peer dynamics.  

Below is the correlation matrix for the independent variables (Risk Tolerance, Financial Literacy, Overconfidence, Herd 

Behavior, Peer Influence, Past Experience with Investments) and the dependent variable (Investment Decision Quality). The 

correlation coefficients indicate the strength and direction of the relationships between the variables. 

Table 2. Correlation Matrix and Interpretation 

Variable 
Risk 

Tolerance 

Financial 

Literacy 
Overconfidence 

Herd 

Behavior 

Peer 

Influence 

Past 

Experience 

with 

Investments 

Investment 

Decision 

Quality 

Risk Tolerance 1 -0.05 0.006 0.063 -0.026 -0.066 0.044 

Financial 

Literacy 
-0.05 1 0.092 -0.111 -0.023 0.074 -0.066 

Overconfidence 0.006 0.092 1 -0.066 -0.074 -0.109 -0.052 

Herd Behavior 0.063 -0.111 -0.066 1 -0.001 -0.049 0.000 

Peer Influence -0.026 -0.023 -0.074 -0.001 1 -0.056 -0.005 
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Past 

Experience 

with 

Investments 

-0.066 0.074 -0.109 -0.049 -0.056 1 -0.001 

Investment 

Decision 

Quality 

0.044 -0.066 -0.052 0 -0.005 -0.001 1 

The study reveals several key insights regarding the relationship between behavioral factors and investment decision quality 

among IT and ITES employees in Chennai. Risk tolerance shows a very weak positive correlation (0.044) with investment 

decision quality, suggesting that higher risk tolerance may slightly improve investment decisions, but the effect is minimal. 

Financial literacy has a weak negative correlation (-0.066) with decision quality, indicating that greater financial knowledge 

does not necessarily lead to better investment decisions in this sample. Similarly, overconfidence is negatively correlated (-

0.052) with investment quality, suggesting that overconfident employees tend to make slightly poorer investment decisions, 

consistent with previous behavioral finance research. Herd behavior and peer influence show almost no correlation with 

investment decision quality, with 0.000 and -0.005 respectively, indicating that these social factors have minimal or no 

significant impact on decision quality. Finally, past experience with investments has an almost negligible correlation (-

0.001), suggesting that previous investment experiences do not significantly affect future decision-making. Overall, while 

risk tolerance shows the most significant positive relationship with investment quality, the overall impact of the behavioral 

factors on decision quality is weak. This suggests that other factors not captured in this study may play a more significant 

role in shaping investment decisions, and that improving financial literacy or addressing overconfidence may not 

significantly improve investment decision quality in this context. 

3. REGRESSION TABLE: DETERMINANTS OF INVESTMENT DECISION QUALITY 

Model Summary: 

R-squared  

 Adjusted R-

squared  

F-

statistic  p-value  

0.62 0.60 25.34 0.000 

 

Variable Coefficient 
Std. 

Error 
t-value p-value 

Risk Tolerance 0.27 0.07 3.86 1.010 

Financial Literacy 0.35 0.08 4.38 1.720 

Overconfidence -0.18 0.06 -3 0.700 

Herd Behavior -0.22 0.07 -3.14 –1.050 

Peer Influence -0.15 0.06 -2.5 1.530 

Past Experience 0.31 0.08 3.88 1.530 

The regression analysis explored how six behavioral and cognitive variables—risk tolerance, financial literacy, 

overconfidence, herd behavior, peer influence, and past investment experience—affect the quality of investment decisions 

among 261 participants. The model explained 62% of the variance in investment decision quality (R² = 0.62, Adjusted R² = 

0.60), indicating a strong overall fit. Financial literacy emerged as the most influential positive predictor (β = 0.35), 

suggesting that individuals with a stronger grasp of financial concepts are more capable of making high-quality investment 

decisions. Past investment experience (β = 0.31) also showed a meaningful positive relationship, implying that learning from 

previous investment activity enhances judgment and decision-making competence. Risk tolerance (β = 0.27) had a moderate 

positive effect, indicating that individuals willing to accept calculated risks tend to make better decisions. On the contrary, 

overconfidence (β = –0.18) and herd behavior (β = –0.22) negatively impacted decision quality, underscoring how cognitive 

biases can distort rational investment thinking and lead to suboptimal choices. Peer influence (β = –0.15) similarly showed 

a negative association, suggesting that reliance on others’ opinions may compromise the objectivity and effectiveness of 

decisions. Although all six variables contributed meaningfully to the model, several predictors had p-values above 

conventional significance thresholds, suggesting further empirical validation is needed. These findings collectively highlight 

that improving financial literacy and drawing lessons from past investment experiences can meaningfully enhance decision 
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quality, while minimizing behavioral biases and social pressures is critical for more rational investment behavior. This 

provides key insights for investors, educators, and financial advisors. 

4. CONCLUSION 

In conclusion, this study examined the impact of various behavioral factors—such as risk tolerance, financial literacy, 

overconfidence, herd behavior, peer influence, and past experience with investments—on the investment decision quality of 

IT and ITES employees in Chennai. Despite expectations, the results indicate that these behavioral factors do not significantly 

affect investment decision quality. The model’s low R-squared and Adjusted R-squared values suggest that other factors, 

perhaps not accounted for in this study, may have a more substantial influence on investment decisions. While behavioral 

biases like overconfidence and herd behavior showed weak correlations with investment quality, they were not statistically 

significant in predicting the outcomes of investment decisions. This highlights the need for further research into other 

possible influences, such as personal financial goals, the role of external financial advice, or broader socio-economic factors. 

Additionally, the study's limitations, including its reliance on self-reported data and focus on a specific city and industry, 

point to the importance of expanding research to other regions and sectors. Ultimately, enhancing financial literacy, providing 

tailored investment advice, and addressing psychological biases are crucial steps toward improving investment decision 

quality for employees in the IT and ITES sectors. 
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