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Introduction 
he success in capital accumulation and mobilisation for 

development varies amongst nations and it is largely 

dependent on domestic savings and inflows of both 

local and foreign capital. To avoid an economic downturn, 

countries promote effective resource mobilisation by 

developing their capital market. In this sense, the capital 

market is considered the bedrock of growth and development 

of the modern national economy because it can attract 

investors to invest in the economic subsectors. Owing to this, 

the capital market serves as a viable mechanism to generate 

funds for businesses and governments. 

Meanwhile, a number of factors have been attributed as 

determinants for capital market success, such as the provision 

of legal regulations governing the capital market, the political 

framework of the country etc (Okiemute, 2017).  However, a 

general consensus is based on the investors’ confidence in the 

capital market due to the sensitive nature of the market in form 

of operational efficiency and the prevailing regulations of its 

operations (Aliyu, 2016). In the same vein, developing investor 

confidence is not an easy task, which stems from a continued 

effort by the operators and regulators of the capital market to 

provide adequate and accurate information regarding 

investment and returns (La Porta, Lopez-de-Silanes, Shleifer 

and  Vishny 2018) .  

B 

T 

ABSTRACT  
There are difference 

factors that affect 

the investment 

decision of an 

investor which 

ranged from 

behavioural, 

cognitive, and 

psychological due to 

the risk-avert 

nature of investors 

while few are risk-

takers. In this sense, 

the study identifies 

the behavioural 

factors that 

influence the 

investment 

decisions of 

individual investors 

in the Nigeria 

Capital Market. The 

study covered a 

sample of 150 

stockbrokers in 

Abuja metropolis, 

 

 
TIMBOU-AFRICA ACADEMIC PUBLICATIONS 

INTERNATIONAL JOURNAL, MAY, 2022 EDITIONS 

VOL. 9 NO. 7 ISSN: 2773-1040 

 
 

INTERNATIONAL 
JOUNAL OF: 
FINANCIAL RES. AND 
MANAGEMENT 
SCIENCE   



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
MAY, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJFRMS 
 

FINANCIAL RESEARCH & MGT. SCIENCE VOL.9 

12 
ISSN: 2773-1040 

More so, investors differ from one another in different aspects that ranged from behavior 

, social, cultural,  economics, demographic and informational factors (Aziz & Khan, 2016). 

It is also these factors that plays significant role in determining investors’ ability to take 

decision. However, in recognizing investors’ mistakes and means to avoid them for 

optimal investment decisions, investors realized the impact of behaviouarl and 

psychological factors in investment decisions (Chin, 2012). This assertion was buttressed 

by Ibrahim and Umar (2017) emphasized that  investment decisions could be influenced 

by behavioural and psychological/emotional factors that are highly unavoidable. They 

argued that, a better understanding of these factors will help the investors to select a 

better investment decision and to avoid repeating their mistakes in future by making 

conscious decisions in extracting the best investment option.  

 

Statement of the Problem 

Nigerian capital market is one of the important components of Nigerian economy, which 

is the hub of the nation because it acts as the pivot for capital formation (savings) and 

investment (Ibrahim & Umar, 2017). The trend of Nigeria capital market performance by 

the end of 2019 and towards 3rd quarter of 2020 suggests a negative market turnover 

compared to previous year (Omodero, 2020). This high negative performance made the 

Nigerian stock market one of the worst performing markets across the globe. Some 

studies attributed the continuous decline in the Nigerian capital market performance and 

economy in general to falling crude oil prices (Uwaleke, 2016 and Terfa (2016). However, 

it could be also be argued that the negative performance of investment in Nigerian stock 

market may be linked to other reasons rather than macroeconomic factors, such as 

behavioral factor and psychological factors which can influence investors in their 

investment decision . 

while structured questionnaires were administered to the sampled stockbrokers. Data 

were analyzed using regression analysis where SPSS 22.0 was used to process the data. 

The study revealed that all the four factors mentioned in the study (loss aversion, 

overconfidence, representativeness bias, and mental accounting) were identified to 

influence the investment decisions in Nigeria Capital Market. The study recommends that 

investors should carefully consider and carry out a thorough analysis before making 

investment decisions, while also not being carried away by their earlier loss for their 

future investment decisions based on adequate information provided by the market. 

 

Keywords: Behavoiural factors, Investment decision, Capital Market, Nigerian Stock 

Exchange, Stockbrokers. 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
MAY, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJFRMS 
 

FINANCIAL RESEARCH & MGT. SCIENCE VOL.9 

13 
ISSN: 2773-1040 

On this premises, it can suggests that there are wider links between behavioral and 

psychological factors and investment performance in Nigerian capital market (Ibrahim & 

Umar, 2017). This is because these factors guide  investors on the relationship between 

risks and return in the stock markets. Generally, human decision-making process is also 

composed of risk and return relationship. which investors are unable to deal with 

objectively. Similarly, investors who are risk-seekers and are concerned about high returns 

are likely to have low risk perception, whereas those who are risk-averse have high-risk 

psychology perception. In this sense, Shafi (2016) specified that the behavior of individual 

investors’ have shown that investors do not act in a rational manner. Several behavioral 

factors influence their investment decisions in stock markets. Also, Ibrahim and Umar 

(2017)  explained that the investors’ decision-making and the resulting investment 

performance is the outcome of both psychological and  behavioural factors which 

influence their decisions . 

When making investment outlay, investors analyze different performance indicators. The 

effects of risk, uncertainty and unpredictability in the stock market on the investment 

have continued to be an area of discourse in recent finance literature especially given the 

economic recession in major developing countries. These investments are notably driven 

by three basic needs: income generation, capital preservation and capital appreciation, 

thus, investors must be risk averse, confidence about their choice of decision and avoid 

representativeness bias in their securities dealing (Kamwaro, 2018). Some critics of 

behavioral finance argue that the bad performance of investors that is based on 

behavioral factors can make the investor to be risk averse in subsequent investment in 

the security market (Phuoc Luong & Thi Thu Ha, 2017). Similarly, there could be in contrast, 

outperformance from active investors as a result of overconfidence in successfully timing 

returns and asset classes with increase rate of return outcome (Dahlquist, 2016). 

In the review of literature, different factors were ascertained to influence the investors’ 

investment decisions which are grouped by different authors into various categories; 

Listyarti and Suryani (2016) (behavioural, economics, macro environment),  Barayandema 

and Ndizeye (2018)  and Mohammad (2014) (economic, psychological, social and 

demographic factors), Omo and Mbadiugha (2012) (economic, cultural, behavioural, 

social and psychological factors). This signify that the behavioural and psychological 

factors were most emphasized on by the researchers to influence the investment decision 

of the investors due to the fact  investors do not always act rationally while making 

investment decisions (Yosra & Younes , 2013).  

In the same vein, the study carried out in Nigeria emphasized mostly on behavioural and 

demographic factors (Babajide, 2012; Ibrahim & Umar, 2017; Obamuyi, 2016; Ikeobi & Jat, 

2016; Rosemary & Bitrus, 2016) while the psychological factors are neglected. However, 

investment decisions are subject to irrational behavior even when consider all available 
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information in the decision-making process which allowed biases in decision-making. 

These biases have implications on whether to invest in stock market related products, the 

extent of such investments and the nature of the investments biases which could cause 

investors to take poor decisions or financial advisers to give poor advice.  

 

Research Questions 

This study sought to provide answer to the following crucial question; 

i. To what extent does loss aversion influence investment decision in Nigerian Capital 

Market  

ii. To what extent does overconfidence influence investment decision in Nigerian Capital 

Market  

iii. To what extent does representativeness bias  influence investment decision in Nigerian 

Capital Market  

iv. To what extent does mental accounting  influence investment decision in Nigerian 

Capital Market  

 

Objectives of the Study 

The main objective of the study is to examine the factors that influence investment 

decision in Nigerian Capital Market, while the specific objectives are: 

i. To examine the influence of loss aversion on investment decision in Nigerian capital 

market. 

ii. To evaluate the influence of overconfidence on investment decision in Nigerian capital 

market. 

iii. To assess the influence of representativeness bias on investment decision in Nigerian 

capital market  

iv. To examine the influence of mental accounting on investment decision in Nigerian 

capital market  

 

Hypotheses of the Study 

To achieve the set out objectives, the following hypotheses are being formulated: 

H01: Loss aversion does not significantly influence investment decision  in Nigerian capital 

market. 

H02: Overconfidence does not significantly influence investment decision  in Nigerian 

capital market. 

H03: Representativeness bias does not significantly influence investment decision  in 

Nigerian capital market. 

H04: Mental accounting does not significantly influence investment decision  in Nigerian 

capital market. 
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Literature  Review 

Investment Decision 

Sindhu and Kumar (2014)  specified that investment decision generally means the 

determination made by investors as to where, when, how, and how much funds will be 

invested on various avenues of financial products/instruments with the objective of 

generating income or appreciation in value. Thus, investment decision can be defined as 

the decision taken by individual investors while investing in mutual funds. The behavioural 

finance scholars found out that decisions could be influenced by unavoidable 

psychological and emotional factors. Better understanding of these factors will help the 

investors to take an appropriate investment decision and also help them to avoid their 

repeating mistakes in future in extracting the best financial investment avenue. 

Dahlquist, (2016) explain that usually the investors are evaluating the risk and return of an 

investment decisions. The decision making behaviour of an investor is affected by their 

attitude towards risk. At different levels of perception towards risk, the individual 

investors think differently about their investment and make decisions differently. 

Investors take risks according to their interpretation and perception which ultimately 

affect their behaviour towards risky investment decisions which was viewed as the ability 

of investment to yield favorable returns. These returns can be measured in terms of profit 

(objective) or in terms of level of satisfaction derived by the investors’ subjective on the 

securities being invested on. In this context, the investors’ decision-making and the 

resulting investment performance is the outcome of both psychological and biological 

factors ( Patterson & Daigler, 2014). 

When making investment outlay, investors behave different to the performance 

indicators based on the available factors which  are notably driven by three basic needs: 

income generation, capital preservation and capital appreciation (Kamwaro, 2013). 

 

Factors Influencing Investment Decisions 

Al-Awin (2016) emphasized that the human decision-making process is complex and is 

affected by various factors. Meanwhile, these factors influence the courses of action 

which result in different outcomes. The process of forming resolutions may be seen as 

knowingly activated decisions that are determined by factors from a particular set of 

circumstances resulting in a specific choice being made. In the same vein, investors differ 

from each other in all aspects, due to various factors  which affect their uniformity in 

decision-making is almost impossible, as the relative significance of the factors differ. 

Considering the complexity of decision-making, the factors that influence investors' 

decision-making are as follows (Sahar, 2016; Al-Awin, 2016): 

Loss aversion: In respect to prospect theory, loss aversion means that people prefer to 

avoid losses than acquire gains. Also, based on the idea that the mental penalty related 
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to a given loss is greater than the mental reward from a gain of the same size. If individual 

investors are loss averse, they may be unwilling to realize losses and may even take 

increasing risks to avoid a losing outcome.  

Regret Aversion: Regret aversion shows up when investors have the desire to avoid 

experiencing the pain of regret resulting from a poor (investment) decision. It exemplifies 

more than just the pain of financial loss, and includes the regret of feeling responsible for 

the decision, that gave rise to the loss by holding poorly performing shares. 

Mental Accounting: This suggests that people prefers to separate their money into 

separate accounts based on various subjective criteria, like the source of the money and 

intent for each account. In accordance, individuals assign different functions to each asset 

group, which has an often irrational and detrimental effect on their consumption, 

investment decisions and other financial behaviours. It gives rise into investing that will 

prompt investors to distribute their financial investments between a safe investment 

portfolio and a risky portfolio to prevent the negative outcomes that risky investments 

may have from affecting the entire portfolio.  

Representativeness: This is judging the probability of an event by representativeness, one 

compares the essential features of the event to those of the structure from which it 

originates. In this manner, one estimates probability by assessing similarity or connotative 

distance. It makes people ignore useful information.  

Availability: This is a cognitive shortcut in which a decision maker relies on knowledge 

which is readily available rather than search for other options and alternatives. Hence, the 

reliance on availability leads to predictable biases. 

 Overconfidence: It is a mental shortcut that affects an individual‘s risk perception 

because there are many methods in which a person tends to be overconfident about 

his/her decision related to risk-taking behaviour. Also, overconfidence is when people rate 

their certainty about their answers to multiple-choice questions. 

 

Empirical Review 

Kengatharan (2014) examined the effect of behavioral factors on individual investors’ 

decisions at the Colombo Stock Exchange. The hypotheses were tested through 

questionnaire data from individual investors. The collected data were analyzed using 

multiple regression analysis techniques. The result shows that the behavioral factors 

affecting the investment decisions of individual investors include the Herding, Heuristics 

and Prospect and Market. Most of the variables from all behavioral factors have moderate 

impacts whereas anchoring variable from heuristic factor has highest influence and choice 

of stock variable from herding factor has low influence on investment decision. 

Islamoğlu, Apan and Ayvali (2015)  investigated the factors that influence individual 

investor behavior in India. The data used in the study were obtained via survey method 
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from bankers in Bartın. Descriptive analysis was conducted in order to summarize the 

empirical analysis results with numerical representation and factor analysis was done to 

measure the validity and reliability of the designed survey. Furthermore, the result 

identified the six factors influenced individual investor behavior as representativeness, 

loss averse, anchoring, overconfidence, information availability and mental accounting on 

banking and payment behaviour.  

Ghalandari and Ghahremanpour (2013) investigated the effects of market variables and 

herding effect on investment decision as factor influencing investment performance in 

Tehran stock change, Iran.  Questionnaires were used for the final analysis, and the 

findings from analysis based on SEM techniques show that market variables has a positive 

influence on investment decision; and also, herding effect has a positive influence on 

investment decision. 

Similarly, Khan (2014) study explored behavioral determinants of perceived investment 

performance from Karachi Stock Exchange. Risk perception is mediating variable while 

financial literacy was the moderating variable in this study. Data were collected from the 

sample of 150 perceived investors of Karachi Stock Exchange. Results of the study indicate 

that both prospect and herding effects have a positive significant relationship with 

perceived investment performance. Mediation is not established and financial literacy 

shows moderating relationship with herding effect and perceived investment 

performance. 

Allie, (2016) also investigated whether financially advised individuals showed greater 

return on investments than non-advised individuals. A sample of individual investors from 

a large South African investment house was analyzed across the investment categories of 

an advised investor and a non-advised investor for a period of 10 years. The results 

indicated that there is no statistical difference between the returns generated between 

advised investors, non-advised investors and the fund invested over the period. The 

results also indicated there was a statistical difference between the numbers of trades 

entered into by advised and non-advised investors, with advised investors making 

statistically more trades than non-advised investors.  

Mahmood,, (2016) examined  the impact of three behavioral factors  of heuristics, 

Prospects, and Herding on investment performance of individual investors, they used a 

sample of 477 individual investors from Pakistani stock market to collect data through a 

structured questionnaire. By employing regression analysis, the study found weak but 

statistically significant relationship between these factors and performance. Heuristics 

and Herding are found to be positively related to investment performance, but Prospect 

is negatively related.  

Aziz  (2016) study on the effect of behavioral factors on decision and performance of 

individual investor in Pakistan stock exchange used a sample data of 150 investors. Based 
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on primary data, the findings show positive relation of heuristics on the investment 

performance while prospect did not affect the investment performance.  

Subramaniam and Velnampy (2017) examined the influence of behavioural factors on the 

investment performance of household investors in the Northern Province of Sri Lanka. 

The respondents of the study were 1810 household investors who were selected under 

proportionate stratified random sampling technique. The collected data were analyzed 

with the support of analytical tools of independent t - test and one-way ANOVA test. The 

results of the study reveal that heuristics, Prospects, and Herding of investors influence 

the investment performance.  

Kumari and Sar (2017) study examined the effects of overconfidence bias, herd behavior 

bias, and risk tolerance bias on investment performance of capital market investors in the 

Eastern part of India. Using a random sample of 106 active investors the result of multiple 

regression analysis revealed that dispositional optimism and unrealistic optimism under 

overconfidence bias; trading and speed, and market-wide herding under herd behavior 

bias; calculative risk and speculative risk under risk tolerance bias affects the investment 

performance. Situational optimism, others’ investment choices and impulsive risk were 

not found to be significantly affecting the investment performance in Eastern India.  

Babajide (2012) examined the extent of behavioral biases among security market 

investors in Nigeria and, and secondly to examine the effects of behavioral biases on stock 

market performance in Nigeria. The study employed questionnaire as instrument and the 

technique of correlation with Pearson Product Moment Coefficient to analyze a survey of 

300 randomly selected investors in Nigeria security market. The study finds strong 

evidence that behavioral bias exists but not so dominance in the Nigeria security market 

because a weak negative relationship exists between behavioral biases and stock market 

performance in Nigeria. 

Sindhu and Kumar (2014) established  the influence of risk perception of individual 

investors on their investment decisions in mutual funds. These factors include 

unpredictability of returns, knowledge about the financial assets, chance for incurring 

loss, diversification of portfolios, and dependence on professional investment advice. 

Primary data required for the study were collected from 900 individual investors in Kerala 

who have investments in mutual funds. Multi-stage sampling was adopted for selection 

of respondents for the study. The investors were provided with nine statements relating 

to risk, to measure their perception towards risk. The statistical tools used for analysis 

include Weighted Average Mean, Standard Deviation, Co-efficient of Variation, and Simple 

Regression Analysis. The study found that Investment decision of individual investors in 

financial assets is usually affected by their risk perception. 

Yosra and Younes  (2013) in their study revealed that Tunisian investors do not always act 

rationally while making investment decisions. The study concluded that herding attitude, 
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representativeness, anchoring, loss aversion, and mental accounting all influence the 

Tunisian investors’ perception of their decision making processes but there is an absence 

of overconfidence bias in the Tunisian Stock Market. In fact, Tunisian investors seem to 

be under-confident, hesitant and very sensitive to others’ reactions and opinions. Ibrahim 

and Umar (2017) investigated  the effect of behavioral factors, including prospects on 

investment performance in Nigerian capital market using a cross sectional survey design 

was employed. A sample size of 160 staff was drawn from a population of 225 staff of 

active stock brokerage firms in Abuja. Data were collected by way of administered 

questionnaire and the analysis was done using a simple percentage and multiple 

regression analysis with the aid of SPS,  the relationships between the behavioral factors 

and investment performance. The findings show that there is a positive significant 

relationship between prospect , heuristic, herding factors and investment performance, 

Obamuyi (2016) determined the main factors influencing investment decisions of 

investors and how these factors are related to the investors’ behavioural and socio-

economic characteristics in the Nigerian Capital Market. The study covers individual 

investors using convenient sampling method to obtain information from 297 respondents 

through a modified questionnaire developed by Al-Tamimi (2005). Independent t-test, 

Analysis of variance (ANOVA), and post hoc tests were employed. The results indicate that 

the most influencing factors on investment decisions of investors in Nigeria are the past 

performance of the company’s stock, expected stock split/capital increases/bonus, 

dividend policy, expected corporate earnings and get-rich-quick. Also, the  least 

influencing factors include religions, rumors, loyalty to the company’s products/services, 

opinions of members of the family and expected losses in other investments. The study 

found that the socio-economic characteristics of investors statistically and significantly 

influenced the investment decisions of investors in Nigeria.  

Ikeobi and Jat (2016) identified the fundamental factors that influence individual investors 

to invest in the shares of manufacturing companies quoted on the Nigerian capital 

market. A structured questionnaire was used to obtain primary data from 130 

respondents which were analyzed using descriptive statistical techniques employing 

mean scores and standard deviation to assess the relative importance of each factor that 

influence investment decisions. The results showed that the five most influencing factors 

are past performance, expected bonus issue, growth potential, future dividend and the 

profitability of the company. Five principal factors were extracted using factor analysis 

which showed that accounting information and company growth potential accounted for 

the larger percentage of variance.  

Listyarti and Suryani (2016) examined the effect of financial information, macro 

environment, and subjective norms on investors’ behavior when making investment 

decisions in Indonesian capital market. It was conducted by a survey design and involved 
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190 individual investors in three big cities in Indonesia (Jakarta, Surabaya, and Bandung). 

Using Structural Equation Modeling with Warp-PLS 3.0, the results showed that macro 

factors had a significantly positive effect on the technical information, the financial 

information and the macro factors had a significantly positive effect on the investor 

intentions, and the intentions of investors and the financial information had a significantly 

positive impact on investment decisions. It was also found that the financial information 

held a great contribution to build investor intentions and investment decisions. 

Barayandema and Ndizeye (2018) explored the influence  of economic, psychological, 

social and demographic factors determine investment decisions in Rwanda Stock 

Exchange. The study adopts an explanatory design combined with a survey design. A 

sample of 187 respondents was selected from a population of 350 active investors 

operating in RSE. Data was collected using various techniques including a structured 

questionnaire for investors, semi-directed interviews with brokers and a documentary 

review. The collected data was analyzed using SPSS and a factor analysis. The research 

findings show that economic factors were the most influential followed by psychological 

factors with and then social factors whereas demographic factors were ranked last. The 

five most influential factors were two economic factors (expected corporate earnings and 

ownership structure) and three psychological factors (irrational thinking, get-rich-quick 

and cognitive bias). The five least influential factors were four demographic ones (income, 

education, age and gender) and one psychological factor (over-reaction). 

Mohammad (2014) did a review to determine the various factors influencing individual 

investor behavior as explored by several researchers in different countries. His study 

identified 31 factors including 18 common factors and 13 uncommon ones. Among the 

common factors, seven were classified as economic, five as psychological, four as 

demographic and two as social. The uncommon factors were unclassified. 

Aisha  (2015) conducted a study to investigate the impact of behavioral factors, 

considered psychological factors on investment decision making. They selected a sample 

of 100, including equity fund managers and individuals who invested in banks insurance 

companies and in stock markets in Pakistan from an undefined population. The study  

focused on four behavioral factors of heuristics, risk aversion, use of financial tools and 

firm-level corporate governance. The correlational analysis helps reveal a positive and 

significant impact for the first two factors whereas the last one proves to have a negative 

and significant impact on investment decision- making.  

Vijaya (2014) conducted a survey of 200 individual retail investors residing in the twin cities 

of Hyderabad and Secunderabad in India to identify the factors influencing retail 

investors’ behavior in the Indian stock market. The behavioral factors identified were 

classified into heuristic, prospect, herding and market factors which they have impact of 

investment decision of sampled population. 
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Talal (2016) conducted a study to explore the behavioral factors influencing individual 

investors’ stock investment decisions in the Saudi stock market by using a sample of 140 

individual investors selected randomly from an unspecified population. Their results 

indicate that behavioral finance factors (loss averse, overconfidence and risk perception) 

had a significant effect on stock market decisions of individual investors, while herd had 

an insignificant effect. Rosemary and Bitrus (2016) conducted a study with the aim to 

identify the fundamental factors influencing individual investors in the shares of Nigerian 

capital market. Primary data was collected from 130 individuals using structured 

questionnaires. Study identified the  influencing factors on individual investors decision 

making as past performance, expected bonus issue, growth potential, mental accounting 

future dividend and the profitability of the company. 

Chavali and Mohanraj (2016)  examined the impact of behavioural variables and risk 

tolerance on investment decisions in India. 110 investors participated in the survey and 

data was collected using questionnaires. The study found that loss averse, 

overconfidence, and risk perception had an impact on the investment pattern and 

decision making of respondents 

 

Theoretical Framework 

Prospect Theory 

The prospective theory, initiated by Khaneman and Tverbsky (1986) holds that when 
confronted with a situation of a gain or a loss, investors tend to take more risks to avoid 
losses than they take to realize gains. More so, the theory focused on how people manage 
risk and uncertainty, and explains the seeming irregularity in human behavior when 
making investment decision under condition of risk and uncertainty. It suggests that 
people are not constantly risk averse; rather they are relatively risk-averse in condition of 
gains but risk-takers in losses too.. Nevertheless, this theory helps the study to assess how 
investors in capital market are risk-averse. 
 

Heuristic Theory 

Heuristics are simple efficient rules of thumb, which have been proposed to explain how 
people make decisions, come to judgment and solve problems, typically when facing 
complex problems or incomplete information. These rules work well under most 
circumstances, but in certain cases lead to systematic cognitive biases. Waweru (2008) 
explains, heuristics are quite useful, particularly when time is limited or dealing with 
situations relating to overconfidence bias, anchoring bias and availability bias on 
investment decision.  
 

Cognitive Bias Theory 

This theory could be traced back to Le Bon and Merunka (2006) who noticed some 

irrational behaviour and described the impact of the market on the decision-making 
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process of an individual. It proposes that the behaviour of an individual is determined by 

their own mind. Thus, contemplation and self-perception determines both behaviour and 

emotions. These biases could be explained by psychological (cognitive and emotional) 

simplification and explore the influence of heretic biases on the decision-making of 

investors, such as representativeness, anchoring, confirmation bias, attribution bias 

(Okeimute, 2017). 

Although, any of the two perspectives could be used in the investigation of the effects of 

behavioral factors on investment performance in capital market activities, for this study, 

prospect theory is more appropriate because it explains the seeming irregularity in human 

behavior when making investment decision under condition of risk and uncertainty. 

 

Methodology 
The study adopted a descriptive survey design is concerned with gathering facts or to 
obtain pertinent and precise information concerning the status of phenomenon and 
whatever possible to draw possible conclusions from the facts discovered. Also, The 
target population of this study  is the  two hundred and twenty five (225) active stock 
brokerage firms in Nigeria resident in Abuja  (Omodero, 2020). Yamani sampling 
technique was adopted to ascertain 163 stock brokers in Abuja as sample size. Also, 
questionnaire was adopted as instrument of data collection. Meanwhile, the constructs 
of the variables were adapted from the study of Sahar (2016) and  Al-Amin (2016). Lastly, 
regression analysis was adopted to test the formulated hypotheses, while, the data were 
processed through Statistical Package for Social Science (SPSS) 20.0. 
 
Data Presentation and Analysis 
Table 1: Summary of Regression result 

Variables Beta t-value p-value 

Constant 4.353 5.756 .000 

LA .150 .100 .021 

OV .272 1.906 .002 

RI .197 .635 .028 

MA .232 1.510 .017 

Source: SPSS OUTPUT 2022   
 
From the analysis in table 1, there exists positive influence of loss aversion factor on 
investment decision in capital market and statistically significant at 5 percent level of 
significance. This implies that an improvement in investor’s risk aversion would influence 
the investors in the level of  making rightful investment decisions in the capital market by 
15%. Also, the result shows positive influence of overconfidence factor on investment 
decision in capital market and statistically significant at 5 percent level of significance. This 
implies that an improvement in investor’s confidence would influence the investors in the 
level of making rightful investment decisions in the capital market by 23.2%. In the same 
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vein, there is positive influence of  representativeness bias factor on investment decision 
in capital market and statistically significant at 5 percent level of significance. This implies 
that an improvement in investor’s representative bias would influence the investors in the 
level of making rightful investment decisions in the capital market by 27.2%. Lastly, mental 
accounting factor has a positive significant influence on investment decision in capital 
market and statistically significant at 5 percent level of significance. This implies that an 
improvement in investor’s mental accounting would influence the investors in the level of 
making rightful investment decisions in the capital market by 19.7%.  
 
Conclusion and Recommendations 
This study examined the “Behavioural Factors and Investment Decision in Nigerian Capital 
Market. In the first place, the study found that investor’s loss aversion factor,  
overconfidence factor, representative bias factor and mental accounting factor have 
positive significantly influence on investment decision in Nigerian capital market.  This 
signifies that the investors differs in their investment behaviour and choices that affect 
their gains and loss in the market because some are risk takers while many are risk averts. 
In the lieu of the findings, the study recommends that investors should carefully consider 
and carry out through financial analysis before making investment decisions and based on  
adequate information provided by the market. Also, investors should be confidence while 
employing their skills and knowledge in certain circumstances to improve the investment 
results through accurate judgments in an appropriate ways. 
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