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This study focuses exclusively on Availability Bias under Behavioral Finance which will
serve as awareness to the investors, fund managers, etc. This study aims to detect the
relationship between availability bias and investment decision making and also to analyze
the relationship between income and availability bias. Regression analysis is used to
analyze the relationship between these factors. The analysis shows that there is a weak
correlation between availability bias and investment decision making and that income does
not play any major role in influencing the decision making through availability bias.

1. Introduction

According to traditional financial theory, all investors are
rational in making decisions. Traditional theory ignores the fact
that emotions play a role while making decisions. Behavioral
finance came into practice in order to do away with this
limitation of traditional theory. Under behavioral finance there
are some biases which affect investment decision making. One
of such bias is availability bias. Availability bias is judging the
performance of a stock or company in the financial market
based on the ease to recall certain events or based on the
frequency of occurring events. In our study we aim to find out
the relationship between availability bias and investment
decision making, the relationship between age and availability
bias. Previous studies have focused on ascertaining the
relationship between availability bias and investment decision
making, but a very few research of this sort is carried out in a
developing economy like India rather than a developed
economy.Apart from this the study also analyses the
relationship between income and availability bias.

2. Review of Literature

a) Availability heuristic will affect decision making and result in
bias:

Availability heuristic is an important factor that makes
investor’s take irrational decision. This study mainly focused on
determining the probability of the existence of availability bias
with four main factors such as irretrievability, illusory
correlation, imaginability and the effectiveness of the research
set which is directly connected to the process of decision
making. It describes availability bias as mental shortcut and the
results in estimation bias’s. A simple model has been
established in this paper to assess the probability of the
existence of availability bias in particular situation and assumed
that no other factor apart from availability bias will be able to
cause bias in such situation. This study is under taken to fill the
gap that exists in the field of investment. As conclusion, it is
said that availability heuristic is a psychological phenomenon
which has significant impact on investor’s decision making and
the investors should be aware of the drawbacks of this bias
and understand it correctly to optimize their decisions (Meng,
2017).

b) Impact of availability bias and loss aversion bias on

investment decision making moderating role of risk perception:
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This study looked into the moderating effect of investors
risk perception on the relationship of investment decision
making, availability bias and loss aversion bias respectively.
The main objective is to find out the effect of these biases on
investment decision and investor risk perception effect the
relationship or not. This study is taken up to increase the
awareness’ in the Pakistani economy and used regression and
correlation as a tool to analyze the data collected through
questionnaire using convenience sampling which is a cross
sectional study with descriptive nature.

The study concludes that there is a weak negative
correlation between availability bias and investment decision
making, exists no significance difference between responses of
male and female decision-making regarding loss aversion bias
and no significant association between risk perception and
gender (Khan, 2015).
factors investment

c)A study on behavioral influencing

decision making:

According to this article it is said that the investor's
decision is believed to be one of the key factors in determining
the market movement. The main objective of this paper is to
study and validate the model based on the behavioral bias
which was suggested by Le Phuoc Luong a Doan Thi Thu Hai
in the regions of south Gujarat and also to study the behavioral
biases that affect the decision making of the retail investors of
the southern part of Gujarat. The article concludes that the
model of the behavioral biases showed a positive impact on the
investor's decision making and also the behavioral factors had
an impact of the investment performance on the retail investors
of the Gujarat region(Lad & R, 2018).

d) An understanding of role of heuristic of investment decision

The traditional theories of finance assume that investors
have all the information and unlimited cerebral capacity and
comes up with an accurate decision. In real, investors take
decision with the imperfect and inadequate information and
with limited cognitive capabilities. Existing studies on
behavioral finance focuses on understanding the effect of
heuristic on decision making. The data for this research is
collected from secondary sources. This study focuses on
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mainly representativeness, anchoring and availability bias. And
also aims to build awareness to minimize or eliminate the
heuristics in investment decision process (Sarin & J.k, 2017).

e) Herding effects, over confidence, availability bias and
representativeness as behavioral determinants of perceived
investment performance: An empirical evidence from Pakistan
stock exchange (PSX)

This study aims to find out which behavioral determinants
out of over confidence, availability bias and herding effects and
representativeness has more impact on perceived investment
performance. The study is conducted through a questionnaire
which is adopted from previous studies which satisfies the
conditionsof Pakistan stock exchange. This study uses
regression to test the hypothesis. All the hypothesis are true
and all the behavioral determinants have a positive and
significant impact on investment. This study is useful for
individuals, investors, financial advisors, companies and
government. Previous study focuses on developing countries
stock market(javed, Bagh, & Sadaf, 2017).

3. Research Design
a. Scope of Study:

This research paper aims to provide awareness to the
investors regarding the effect of psychological factors on
investment decision. This paper enables a detailed study on
availability bias, as very limited studies have been undertaken
on behavioral finance especially availability bias in India.

b. Statement of Problem:

The behavioral finance as a subject explains how the
human psychology plays a role in investment process. Though
this field existed over a period of time, investors are still not
aware of how psychological factors affect their investment
decisions.

Based on the review of literature done, we encountered
that hardly any studies had been attempted on availability bias
in India. So there is a lack of awareness among investors in
India in this area of study. As a consequence, investors land up
making irrational decisions.

c. Objectives:

1. To determine the relationship between availability bias
and investment decision making.

2. To analyze the relationship between income and
availability bias.

d. Hypothesis:

1. Ho-Availability bias has no significant relation on
investment decision making.

2. Ho— Income level has no significant relation on
availability bias.

e. Sources of data:

The data for this study has been collected through a
primary source via questionnaire.

f. Data analysis tools:
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The data for this study is analyzed in SPSS using linear
regression method.

g. Expected outcome:

The anticipated resultant of this research could be that
there exists a significant relation between availability bias and
investment decision making, and income level has a significant
relation on availability bias.

h. Limitation:

This study does not take into consideration all the factors
that affect decision making of the investors.

The study is more focused on availability bias but there are
other key factors under behavioral finance which influence the
decision making.

Due to time and resource constraints, only one factor
(availability bias) has been considered and the data has been
collected only from 104 respondents.

4. Data Analysis and Interpretation

Data for this study is gathered using a questionnaire. The
population of study for this research is total number of investors
from Bangalore. Sampling is done using convenience sampling
method. The total number of respondents is 104. Increased
sample size makes data more reliable. Hair Et Al proposed that
if quantitative approach is followed, respondents should exceed
100 to fit the statistical analysis.

To analyze the data, SPSS software is used. Technique
that has been used to prove the hypothesis is linear regression.

Demographic analysis:-From the 104 respondents,49%
are female and 51% are male. Around 60.6%are of 21-30 age
group, 19.2% are of 31-40 age group, 11.5% are of 41-50 age
group, 5% are of 51-60 age group and the rest belongs to the
age of 60 and above.

Income level:-41.3% respondents earn below 2.5lakhs,
27.9% from 2.5lakhs-5lakhs, 15.4%from 5 lakhs-10lakhs,
10.6%respondents earn between 10 lakhs-20lakhs and the rest
earn 20lakhs and above.

Profession:-32.7% of the respondents are students, 46.2%
are salaried persons, 14.4%are business man and the rest are
self-employed.

For proving the objectives, this study frames 2hypotheses:

Hypothesis 1:- Availability bias has no significant impact
on investment decision making.

This hypothesis is validated by using regression. This test
is used to find the relationship between variables. It involves
techniques for analyzing and modeling several variables. It
helps understand how dependent variable changes with the
change in an independent variable. Here availability bias is the
dependent variable and investment decision making is an
independent variable.
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To interpret the table, we have to look at p value or the
significance value in the table. If significance level is more than
0.05 then there isno significant difference between availability

bias and investment decision making. If significance value is
less than or equal to 0.05 there is a significant difference
between availability bias and investment decision.

Table No: 1
Coefficients”
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta 1 Sig.
1 (Constant) 879 T6B3 1.283 202
I_HMOW_HOW_TO_INVE 265 145 A8 1.826 a7
b 5T
BUYIMNG_DECISIONS_BA -.005 123 -.004 -.037 870
SED_OMN_FUMNDAMEMNTA
LS
BUYIMNG_DECISOMNS_BA 269 .0as 26T 2.754 0oy
SED_OM_HISTORICAL_I
MFORMATION

In this table the dependent variable availability bias is
measured by a factor that is“l would be convinced when
someone tells about the crises”. The dependent variable is
measured with 3 components i.e. | know how to invest, buying
decision based on fundamentals, buying decision based on
historical information. The p value of | know how to invest is
0.71 (more than 0.05), the p value of buying decision based on

fundamentals is 0.970 (more than 0.05), the p value of buying
decision based on historical information is 0.007 (less than
0.05) is a strong measure of investment decision, the factor-
buying decision based on historical information (since its p
value Is less than 0.05) is not a strong measure of investment
decision.

Table No: 2
Model Summary
Adjusted B Std. Error of
mModel F F Square Square the Estimate
1 2089 0848 061 1.073

In table 2, the R square value is 0.089 or 8.9%. It means
that the variable availability bias and investment decision
making has weak correlation and the remaining 91.1%
variation in investment decision remains unexplained.

Hypothesis 2:- There exists no relationship between
income level and availability bias.

The dependent variable for testing this hypothesis is
availability bias. The data about the income level is collected
through questionnaire. The independent variable for testing this
hypothesis is Income.

Table No: 3
Coefficients™
Standardized
Linstandardized Coefficients Coeflicients
Madel B Std. Error Beta 1 Sig.
1 (Constant) 2.904 .2049 13.870 000
INCOME_LEVEL J 60 087 180 1.847 068

In table 3, the variable income has a p value of 0.068
(more than 0.05) and the p value of the constant is 0.00 (less

than 0.05). It means the factor for measuring, variable income
is a strong measure.

Table No: 4

Model Summary

Adjusted R Std. Error of
Model R R Square Square the Estimate
1 180 032 023 1.053
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In table 4, the R square value is 0.032 or 3.2 %. It means
that the variable income and availability bias has correlation of
only 3.2% and rest 96.8% variation in availability bias remains
unexplained.

Therefore there is no major relationship between income
and availability bias. There is only a negligible percent of
relationship between income and availability bias.

5. Findings and Suggestions

The article examines the relationship between Availability
Bias and investment decision making. It further examines the
relationship between Income and Availability Bias. From the
analysis of the data collected from the Bangalore region, it
appears that there is no significant relationship between
availability bias and investment decision making. And also the
results prove that there is no relationship between the income
factor and Availability Bias meaning variance in income level
does not make any difference in investors’ decision making.

This article has chosen only availability bias as a factor
under behavioral finance and has analyzed whether the income
level has any relation with availability bias. There are various
factors under behavioral finance such as over confidence,
anchoring, representative bias, herding effect, etc. which
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6. Conclusion

The behavioral finance is an emerging field in the
economy because of its consideration of investor's emotional
factors in investment decision making. The main purpose of
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