
IJARSCT  ISSN (Online) 2581-9429 

    

 

       International Journal of Advanced Research in Science, Communication and Technology (IJARSCT) 

                             International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

 Volume 1, Issue 3, January 2021 

Copyright to IJARSCT                  133 

www.ijarsct.co.in                                                   

Impact Factor: 4.819 

A Study on Behavioral Finance 
Prof. Amrut Rumde, Prof. Bhavika Rumde, Sahil Dattaram Vaje 

Asst. Professor and Research Scholar 

Nirajana Majethia College, Kandivali, Mumbai, India 

St. Rock’s College of Commerce and Science, Borivali (W), Mumbai, India 

amrutrumde@ytahoo.com and sahilvaje125@gmail.com 

 

Abstract: Finance is the discipline encompassing the management of money and financial resources. It 

involves strategic planning, budgeting, and allocation of funds for individuals, businesses, and 

organizations. Key components include investment decisions, risk management, and financial market 

dynamics. Corporate finance focuses on managing finances within organizations, while personal finance 

deals with individual financial planning and investment. Finance also examines the role of financial 

institutions, the impact on the economy, and is subject to ethical considerations and regulatory oversight. 

The field is constantly evolving with emerging trends, such as fintech and sustainable finance, shaping its 

future. 
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I. INTRODUCTION 

Finance is a multifaceted field that deals with the management of money, assets, and investments. It plays a critical role 

in both personal and business decision-making, as well as in the broader economy. Finance encompasses a wide range 

of activities, from budgeting and saving on an individual level to complex financial planning and analysis at the 

corporate and macroeconomic levels. In essence, finance revolves around the allocation and management of resources 

to achieve financial goals and maximize value. 

The roots of finance can be traced back to ancient civilizations, where rudimentary financial systems and practices 

emerged. Some key developments and milestones in the background of finance include: 

 Barter System: In ancient times, people used a barter system for trade, exchanging goods and services 

directly. This system had limitations, as it required a double coincidence of wants and was inefficient 

economic transactions. 

 Development of Money: To overcome the limitations of barter, various societies developed money, which 

could serve as a medium of exchange, unit of account, and store of value. The use of money marked a 

significant advancement in finance. 

 Banking and Financial Intermediation: As trade and economic activities expanded, banking institutions and 

financial intermediaries emerged. These institutions provided services like lending, borrowing, and 

safekeeping of money, which laid the foundation for modern banking and finance. 

 Stock Markets: Stock exchanges, where individuals and institutions could buy and sell     ownership shares in 

companies, date back to the 17th century. The Amsterdam Stock Exchange, established in 1602, is considered 

one of the earliest examples. 

 Financial Theories and Concepts: The development of financial theories and concepts, such                 as 

time value of money, risk and return, and portfolio management, contributed to the formalization and 

professionalization of finance. Pioneers like Sir Isaac Newton and Louis Bachelier made significant 

contributions. 

 Modern Financial Institutions: The 20th century saw the growth of modern financial          institutions, 

including commercial banks, investment banks, insurance companies, and asset management firms. These 

institutions played a crucial role in shaping the financial landscape. 

 Regulatory Framework: Governments and regulatory bodies have established regulations and oversight to 

maintain the stability and integrity of financial markets. Regulatory bodies like the Securities and Exchange 
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Commission (SEC) in the United States and international organizations like the International Monetary Fund 

(IMF) are instrumental in this regard. 

 Financial Markets: The development of financial markets, including stock markets, bond markets, 

commodity markets, and currency markets, created opportunities for investors to buy and sell financial 

instruments, influencing the global economy and investment landscape. 

 Financial Technology (Fintech): In recent years, technological advancements have revolutionized the finance 

industry. Fintech companies have introduced innovative solutions in areas like online banking, digital 

payments, and robo-advisors, changing how financial services are delivered. 

 Behavioral Finance: Behavioral finance is a relatively new field that explores the psychological and 

emotional factors influencing financial decision-making. It has added a human dimension to the study of 

finance, complementing traditional economic and financial theories. 

Finance is a dynamic and evolving field that continues to adapt to the changing economic landscape and technological 

advancements, making it an integral part of both personal and global financial well-being. 

 

II. REVIEW OF LITERATURE 

Finance is a critical area of study and practice that encompasses a wide range of topics related to the management of 

money, investments, and financial resources. This literature review will provide an overview of some key themes and 

trends in the field of finance, drawing from five relevant references. 

Corporate Finance and Investment Decisions 

One of the foundational aspects of finance is corporate finance, which involves decisions about investments, financing, 

and managing financial resources within organizations. This topic is extensively covered in the seminal work by 

Brealey and Myers (2000) in "Principles of Corporate Finance." 

Behavioral Finance and Market Anomalies 

Behavioral finance examines how psychological factors influence financial decision-making. A seminal reference in 

this area is the work of Kahneman and Tversky (1979), whose research on prospect theory has had a profound impact 

on understanding investor behavior. 

Financial Markets and Asset Pricing 

The efficient market hypothesis (EMH) is a central topic in finance. Fama (1970) presents the concept of the EMH in 

his paper, "Efficient Capital Markets: A Review of Theory and Empirical Work," which has influenced discussions 

about market efficiency and pricing of assets. 

Risk Management and Derivatives 

The management of financial risk is a crucial aspect of finance. Hull (2018) in his book "Options, Futures, and Other 

Derivatives" provides comprehensive insights into the use of derivatives in risk management, which is essential for both 

individuals and organizations. 

Financial Regulation and Governance 

The global financial crisis of 2008 has underscored the importance of financial regulation and governance. Akerlof and 

Shiller (2009) discuss the role of information asymmetry in the crisis in their book "Animal Spirits: How Human 

Psychology Drives the Economy, and Why It Matters for Global Capitalism." 

 

2.1 Objectives of the Research 

 To understand the concept financial markets. 

 To evaluate the effectiveness of various financial strategies. 

 

III. RESEARCH METHODOLOGY 

Secondary data will be collected from published literature, industry reports, case studies, internet, etc. 
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IV. FINDINGS 

 Market Volatility: Financial markets continue to exhibit high volatility due to various factors, including 

geopolitical tensions, economic uncertainty, and technological disruptions. 

 Interest Rate Trends: Interest rates remain historically low, impacting investment returns and borrowing 

costs for businesses and individuals. 

 Crypto-Currency Growth: The rise of cryptocurrencies, like Bitcoin and Ethereum, presents both 

opportunities and risks for investors and the financial industry. 

 

V. SUGGESTIONS 

 Diversification: Given market volatility, diversify your investment portfolio to spread risk and improve long-

term stability. 

 Interest Rate Management: Businesses should explore options to manage interest rate risk, such as fixed-rate 

loans or interest rate swaps. 

 Crypto Caution: Approach cryptocurrency investments with caution and thorough research, as they can be 

highly speculative and subject to regulatory changes. 

 

VI. CONCLUSION 

Finance is a critical pillar of any economy, serving as the lifeblood that fuels growth and stability. It plays a pivotal role 

in channeling resources, facilitating investment, and managing risk. Through prudent financial management, individuals 

and organizations can achieve their goals and secure their financial futures. The ever-evolving landscape of finance, 

driven by technological advancements and regulatory changes, demands constant adaptation and innovation. It is 

imperative to emphasize financial literacy and responsible financial practices to ensure economic well-being for all. In 

conclusion, finance remains a cornerstone of modern society, where effective financial decision-making can lead to 

prosperity, while mismanagement can result in economic turbulence and instability. 
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