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noe | gifted a box of sweets to my friend.
VWhat I could read from his facial expres-
sion vwas that the sweet box didn't excite
him much. Generally, we expect a per-
son to become happy when we gift them
something. The ook on his face made me con-
scious. Later, | came to know that my friend was a
diabetic and avoided sweets. The sweet box was
enough to tell the tale of my friends” mind. Take
another example. When the market starts falling a
person hawving short position starts rejoicing. But
think of those having long positions. They get
butchered and their faces turn gloomy. Here situa-
tion {(falling market condition) remains the same,
but two different individuals react in different man-
ner due to their positional stake in the market. Mow
let us reverse this and ask yvou a guestion. One of
my friends got depressed when sensex gained SO0
points in a day. What short of positional stake he
would be having in the market? You are right! He
must be carryving some short positions. What |
mean o say is that reaction to a specific situation
tells a lot about our state of mind and our invest-
ment behawviouwur. It speaks of investment attitude
as well.
We all are born with some nstincts. Some of them
can be changed and some can't. Investment atti-
tude is reflection of our basic instincts. A mentally
refaxed person generally opts for long term invest-
ment, walits patientiy for investment opportunities,
and doesn't take Investmemnt decisions in a harry.
Contrary to this, an overconfident person takes
investment decisions in a fraction of a second,
assuming that he is the only person privy to secret
details about that investment avenue, changes his
own decisions &2 moment later., Incurs loss and
feels confident to recowver the loss the very next
moment. It would be better if we could know our
own investment attitude, behaviour and style.
Theaere is nothing wrong in diagnosing ourselves.
MKnowing the category we fall into, we may devise a
strategy to hawve maximum benefit of it. If that cat-
egory is not conducive for taking investment deci-
sions, we'll try to modify it. If we are not able to
maodify it, better is €0 outsource investment plan-
ning to some expert. This write up s an attempt to
peap into the psyche of an investor and understand
the core factor influencing his investment deci-
sions. Read on.
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Decisions make a lot of difference in
our lives. While right decisions at
right time can chart a good future,
wrong ones can screw things up. This
holds true for our finances also. Those
whao intelligently plan their finances
always have an edge over those who
invest money in a haphazard manner
and without any proper planning. But
we also can't ignote the fact that
everybody learns from mistakes. It

is human to err, but learning from it

and not repeating the mistake is what
is expected of a mature investor.
Maturity comes over time. To grow
up as an investor, it is important to
do a self-check to understand the
weaknesses and shortcomings which
could help rectity them. But foremost
is to understand that what kind of
investors are we, This can be judged
from how we react in different situa-
tions, Let us discuss four time periods
or situations - ;

Let's also attempt to know how
behavior was responsible in the last
three vears, The data in study is the
BSE Sensex movement from
September 2007 to September 2010,
These three years were a good ride for
sentiments but the bigger question is
-- has investor, particularly the equi-

ves, butit is a cycle full of emotions.
This cycle combined with response
that vou get on yvour emotions decide
the losers and winners. To simplify
things, we have sorted out the four
main emotions or situations. We have
shown that how different type of

_investors react in different situations

- you can check is it you?

How different investors
react?

We start with best time of mar-
ket. But were that really the besttime?
It depends on what type of investor
you are,

It is amply clear thal reactions
vary from person to person. It is the
behavior which influences our reac-
tions. Cur entire childhood has gone
hearing this phrase from our parents
and elders-"Behave yourself..."
Thanks to this stock phrase, most of
the mannerisms, etiquettes and emo-
tions that we display in public, are
shaped by our desire to "prim and
proper”. Basically, it is the behavior
which controls our cognitive respons-
es and emotions and overall person-
ality. But imagine a day, vour mutu-
al fund advisor or your stock broker
calls and tells you to behave. We
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ty investor, has learned something or
not? If we would have taken this
graph from 2000, this would have
been almost the same in many ways.
People say market moves in cycles -

know that would be his final call, as
you will end your business with him,
But seriously, the financial behavior
of most of us has not been shaped
properly. Let me elaborate with some
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live cases that we have faced in our
career to show how your behavior is
important in managing your person-
al finance:

Mr Mudgal sold all his stocks,
including the blue chip stocks, that
he bought a week ago. on hearing the
news of artillery firing between the
two Korean countries.

Mr Ravi. a heart patient, invest-
ed into a sector-specific fund even
though his agent advised for an SIP
in that fund.

Mr Gautam did not sell his stock
3 months before his daughter's mar-
riage when the markets topped. His
answer was "not to take a decision
to sell, is also a decision".

Mr Paswan shifted all his mutual
fund investments to liguid and
stopped SIPs in March 20019,

Let's check if whole market par-
ticipants think in the same direction.
See the graphic below., With the
Sensex movement investor entered
at wrong time, But why do we blame
market participants. It was us the
investors who had signed forms and
handed over cheques to the market
participants.

And are mutual funds or passive
investments, safe? When the nifiy PE
increased, the sales increase simply
shows that investor got carried away
in the euphoria and as a result lost
money.

We all agree that peace of mind is
the most important thing when it
comes to financial decisions. But the
commeon behavioral blunders, makes
for some sleepless nights. The symp-
toms to identify the financial behav-
10Ur BITOrs are:

Overcontidence: If vou ask, who
manages better finances, man oo
woman? Lot of men will reply in
favour of the former. That is over-
confidence. Same type of arguments
goes when it comes to predicting mar-
kets or economy, People in their mid-
dle age are affected by this symptom
to alarge extent. "I did this" or "1 start-
ed with Rs 1,000 in stocks" are the
statements you get, when vou speak
to them. They would have no correct
predictions but will have an "I knew
it" kind of sumgness to all things
which go wrong in the investment
space.

I follow-you follow: ...my boss is
very good when it comes to manag-




TYPES OF INVESTOR

Typically, investors can be guali-
fied into seven broad categories.
The first two are Rajnikanths of
b . Markets as thay are not impact-
ed by any market conditions.
These seven investors are:
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