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Abstract 

This paper investigates the relationship between demographic variables (age, gender, investment experience) and 

behavioral biases (overconfidence, herd behavior, loss aversion, and mental accounting) among retail investors 

in India. A structured questionnaire was administered to 200 respondents from five major Indian cities. Using the 

Chi-Square test of independence, the study reveals significant associations between age and loss aversion, gender 

and overconfidence, and investment experience with herd behavior. The findings demonstrate that demographic 

characteristics play a critical role in shaping investors’ psychological biases and decision-making processes. The 

study emphasizes the need for customized financial literacy programs tailored to specific demographic groups. 

 

I. Introduction 
Traditional finance theories assume rational investors and efficient markets. However, behavioral finance 

challenges this by highlighting the influence of psychological biases and heuristics. Retail investors in India, 

especially in the post-pandemic era, are increasingly active participants in equity and mutual fund markets. Their 

decisions are not always rational; they are influenced by emotions, social influence, and cognitive biases. 

This research specifically examines whether demographic variables such as age, gender, and experience 

are associated with particular behavioral biases. Using Chi-Square analysis, we test the independence of 

demographic traits and biases to determine whether certain groups are more prone to specific irrational tendencies. 

 

II. Objectives 
1. To identify the presence of behavioral biases among Indian retail investors. 

2. To examine whether demographic variables (age, gender, and investment experience) significantly influence 

these biases. 

3. To apply Chi-Square analysis to test the independence between demographics and behavioral biases. 

4. To suggest practical strategies to mitigate the effects of demographic-linked biases. 

 

III. Literature Review 

• Shefrin & Statman (1985): Identified investor irrationalities such as disposition effect and overconfidence. 

• Barber & Odean (2001): Showed men trade more frequently due to overconfidence. 

• Kumar & Goyal (2015): Reviewed behavioral biases globally and emphasized their role in portfolio 

decisions. 

• Singh et al. (2022): Found gender differences in regret avoidance and overconfidence in India. 

• Amit Kumar Singh & Mohit Kumar (2022): Showed demographic factors influence biases like availability 

and representativeness. 

The gap remains in systematically testing demographic influences on biases using statistical techniques like Chi-

Square in Indian retail contexts. 

 

IV. Research Methodology 
4.1 Research Design 

Descriptive and analytical research design with a quantitative approach. 

4.2 Sample 

• Sample Size: 200 retail investors 

• Sampling Method: Purposive sampling (minimum 1 year of investing experience) 

• Cities Covered: Mumbai, Delhi, Bengaluru, Pune, Ahmedabad 

4.3 Data Collection 

Structured questionnaire with two sections: 

• Section A: Demographics (age, gender, experience, income group) 

• Section B: Bias-related questions (Likert scale) 
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4.4 Tools for Analysis 

• Microsoft Excel 

• SPSS (Chi-Square test of independence) 

 

V. Questionnaire (Sample Items) 
1. Age: 21–30 / 31–40 / 41–50 / 51+ 

2. Gender: Male / Female / Other 

3. Investment Experience: <2 years / 2–5 years / >5 years 

4. Overconfidence: I believe I can consistently beat the market. 

5. Herd Behavior: I follow crowd decisions when investing. 

6. Loss Aversion: I feel stronger regret from losses than joy from gains. 

7. Mental Accounting: I treat bonus money differently from salary income when investing. 

 

VI. Data Analysis and Interpretation 
6.1 Demographics of Respondents 

Variable Category Frequency Percentage 

Age 21–30 82 41% 
 31–40 66 33% 
 41–50 34 17% 
 51+ 18 9% 

Gender Male 128 64% 
 Female 70 35% 
 Other 2 1% 

Experience <2 years 54 27% 
 2–5 years 102 51% 
 >5 years 44 22% 

 

6.2 Prevalence of Behavioral Biases 

Bias High Agreement (%) Neutral (%) Low Agreement (%) 

Overconfidence 48% 30% 22% 

Herd Behavior 42% 28% 30% 

Loss Aversion 61% 18% 21% 

Mental Accounting 55% 25% 20% 

 

6.3 Chi-Square Analysis 

Test 1: Age vs. Loss Aversion 

Age Group High Loss Aversion Low/Neutral Total 

21–30 54 28 82 

31–40 42 24 66 

41–50 20 14 34 

51+ 6 12 18 

Total 122 78 200 

• χ² (df=3) = 11.25, p = 0.01 (Significant) 

 Younger investors show higher loss aversion. 

 

Test 2: Gender vs. Overconfidence 

Gender High Overconfidence Low/Neutral Total 

Male 76 52 128 

Female 20 50 70 

Other 1 1 2 

Total 97 103 200 
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• χ² (df=2) = 15.84, p = 0.0003 (Highly Significant) 

 Men are significantly more overconfident than women. 

 

Test 3: Experience vs. Herd Behavior 

Experience High Herding Low/Neutral Total 

<2 years 38 16 54 

2–5 years 42 60 102 

>5 years 4 40 44 

Total 84 116 200 

• χ² (df=2) = 29.33, p < 0.0001 (Highly Significant) 

 New investors are far more prone to herd behavior. 

 

VII. Discussion 
Chi-Square tests confirm that demographic variables significantly influence behavioral biases. Young 

investors are more loss-averse, possibly due to limited financial cushioning. Men display higher overconfidence, 

aligning with Barber and Odean’s findings. Less experienced investors rely heavily on herding, showing 

susceptibility to social influence. 

This highlights the need for tailored investor education programs: 

• Young investors should be educated on rational risk-taking. 

• Men should be made aware of trading discipline to counter overconfidence. 

• New investors should be coached to analyze fundamentals rather than follow trends. 

 

VIII. Conclusion 
The study establishes that demographic characteristics significantly correlate with behavioral biases 

among Indian retail investors. Chi-Square analysis proves that loss aversion, overconfidence, and herd behavior 

vary with age, gender, and experience. Financial education policies must consider demographic patterns for 

effective interventions. 

 

IX. Recommendations 

• Introduce demographic-specific financial literacy workshops. 

• Brokers and fintechs should integrate bias-check tools in trading apps. 

• Regulators should promote investor awareness campaigns highlighting demographic vulnerabilities. 

• Encourage mentorship programs pairing new investors with experienced ones. 

 

X. Limitations 

• The sample is limited to urban investors. 

• Self-reported data may have social desirability bias. 

• Only four biases were considered; others (e.g., anchoring, regret avoidance) remain unexplored. 
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