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[bookmark: _Toc166692135]Abstract
The financial markets are both created and driven by human beings. A proper understanding of human behaviour in certain characteristic situations can have a more accurate impact on investment decisions. Fear and greed are the two most important factors that influence investors. They occur in different circumstances and lead to different mistakes. Overconfidence, cognitive failures or the inability to perceive the market objectively can also lead to wrong decisions. Adequate psychological preparation of an investor enhances his efficiency and enables him to avoid many problems and pitfalls. Lack of mental preparation for investing leads to a situation where all other elements cannot work properly and their effectiveness is significantly reduced. It is also crucial to create a psychological description of the investor as an independent entity and as belonging to the investing community. Using communication tools, becoming a member of a group of investors limits the rationality of individual decisions. The awareness of belonging to an investor group creates opportunities or risks for the investment.
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[bookmark: _Toc166692139]1. Introduction
Martin J. Pring, who entered the financial markets in 1969, founded Pring Research in 1981, and began providing research to financial institutions and individual investors around the world, wrote in his book that for most investors, beating the market is not difficult, but defeating themselves causes many problems (Barber, 2013). When speculating on the markets, investors play not only against the market, but also against themselves and their emotions (Hanse, 2017). Every person who had the opportunity to be a participant, knows this feeling. Investment decisions on stock exchanges are determined by many factors. Among them, psychological conditions are important and constitute an area of research in the field of the so-called behavioural finance. Behavioural finance is defined as a science that, based on research on individual and social cognitive and emotional tendencies, explains investors' economic decisions (Baddeley, 2018). Propagators of this discipline believe that the human mind sometimes incorrectly perceives reality and incoming data, and investors are not always able to correctly value securities (Olorunnimbe, 2023). Behavioural finance is based on the achievements of economics, psychology and sociology and in many elements contradicts the assumptions of traditional finance theory (Bansal, 2015).
[bookmark: _Toc166692140]1.1. Research purpose
In books, ‘Behavioural finance’ Ringh (2019) and Dhami (2016) ‘The foundations of behavioural economic analysis on the psychology of financial markets’, the psychological aspect of investing is still neglected by the proponents of various theories and analytical tools (Cai, 2020). Therefore, there is a very important question that needs to be answered: "Who are the market participants, who are the players in the game?" The most intuitive and probably best answer to this question is the word "human". Macs (2019) suggests that the more sceptical investors will argue that in the age of computerisation, when playing the stock market game, it is increasingly not another investor on the other side, but a computer program implementing specific algorithms. Some investors agree with that, but it must be remembered that it's a person, an investor, who sets certain parameters for the system to operate. That is why the program will never be perfect, because of its flawed nature (Remlein, 2019). This approach is by no means intended to discredit technical analysis or fundamental analysis, as the right combination of each of these techniques is most likely to lead to tangible gains. However, a closer look at the emotions involved in investment decisions, the long-term consequences of psychological influences on the efficiency of these markets, and the relationship between investors' expectations and changes in stock prices, and the impact of these expectations on market dynamics, will allow a psychological preparation for investing.
[bookmark: _Toc166692141]1.2. Greed, fear and the market
Fear and greed are two extreme emotions warring in an investor's mind. Fear encourages investors to invest in safer instruments with low risk and lower return (Haws, 2021). On the other side, greed encourages riskier investments that offer the chance for proportionately higher profits (Marks, 2018). Appropriately estimating the amount of risk an investor wants to take and balancing an individual investment portfolio is crucial for effective investing (Hanson, 2015). The business cycle is primarily responsible for the current mood on financial markets. Depending on where the market is in the business cycle, fear or greed will dominate. Both feelings are extremely contagious (Lange, 2021). In the phase of crisis and depression, investors feel fear, while in the phase of recovery and prosperity, greed plays the main role. Investor groups create social worlds which, by coordinating the activities of their members, become the creators of stock market trends (Granovetter, 2018). Bound by interactions, they succumb to both collective fashion and collective euphoria and panic. The stock market may experience a stable increase in value, but if investors are afraid that the stock market might crash, they may suddenly sell shares while there is still time, causing the stock market to crash simply because investors were afraid (Siegel, 2021). 
Fear and greed are very important market factors, it is therefore not surprising that some attempts were made to examine and estimate their level. As a result of these activities, the definition of market sentiment was created. It talks about investors' attitude towards the entire market or a single asset and is most often expressed using several indicators (Baker, 2007). Some of the most popular are CNN Fear and Greed index and AAII Sentiment Survey (Halliday, 2018). 
[bookmark: _Toc166692142]1.3. The problem of subjective market perception
Perfectionism does not exist in markets, because both, the market and the player, have many imperfections (Curran, 2023). Choi and Robertson states there are as many views on the market as there are investors. Investors value certain assets in different ways, which can often produce different results. It is difficult to perceive all transactions objectively due to the previously mentioned emotions, which can be extremely problematic when making or perceiving investment decisions. Another phenomenon known to supporters of behavioural finance is the so-called confirmation bias. It manifests itself primarily through selective perception of information (Wilk, 2016). An investor who wants to buy shares of any company will pay attention to information that confirms his thesis, and on the other hand he will try to avoid information that does not coincide with his market beliefs (Buczek, 2005). This problem also concerns misinterpretation of messages and the illusion of data correlation. While the problem of misinterpreting data is clear, the illusion of data correlation can be problematic and is a consequence of prior interpretation of information. It concerns the perception of elements of false correlations between data in a collective set, which ultimately leads to ambiguous results that are interpreted by the investor in accordance with a specific market mechanism (Kim, 2023). 
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[bookmark: _Toc166692144]2.1. Behavioural finance theories
[bookmark: _Hlk165741382]Active investors, as opposed to passive investors, do not believe in market efficiency. Passive investing is a way of investing that involves minimising investor activity by buying financial assets with the intention of holding them for the long term. It is a strategy that minimises the number of transactions and therefore the costs associated with buying and selling assets (Coles at al., 2022). Passive investing has the advantage of relatively low risk, as the investor does not make frequent transactions and is less susceptible to short-term market fluctuations (Lund, 2017).  According to Malkiel (2021) active investing is a strategy in which the investor actively manages his or her portfolio, frequently buying and selling assets to achieve higher returns. The advantage of active investing is the potential for higher returns, by actively managing the portfolio, the investor is able to respond more quickly to market changes (Wermers, 2020). The disadvantage is the higher risk and transaction costs associated with frequent buying and selling. Active investors believe that it is possible to identify moments when the market is losing efficiency and select portfolios of securities to include companies that they believe are not overvalued (Drobniak, 2008; Błażyńska, 2015; Fuksiewicz, 2018). Investors often change their portfolios, trying to adjust their composition to what they observe about companies and the stock exchange. Reality proves more complicated than models, hence the need to create a set of theories explaining psychological anomalies in markets. The most important expression of this trend was the creation by Kahneman and Tversky (1973) of an area of research in the form of a field of knowledge called behavioural finance. Heuristics, in behavioural finance, is a way of thinking simplified, distorted and violates the principles of logic, probabilistic and statistic (Kajol et al., 2019). The main assumption and the basis for it was the statement that investors do not always behave in a rational and logical way in the financial markets. Kahneman was awarded the Nobel Prize in 2002 for his overall research.
[bookmark: _Toc166692145]2.1.1. Prospect theory
Daniel Kahneman and Amos Tversky, pioneers of behavioural economics, have done seminal research on the role of emotions in decision making. Their prospect theory (Kahneman & Tversky, 1979) emphasised that investors tend to make decisions based on potential losses and gains rather than objective probabilities. This laid the foundation for an understanding of how emotions such as fear and greed can have a significant impact on investment decisions. Research by Ghelichi, Nakhjavan, Gharehdaghi (2016) on the impact of emotions on investment decisions, based on the research of Kahneman and Tversky (1979), proved that emotions, especially fear, can lead to decisions based on heuristics and mental shortcuts, affecting the irrationality of investment decisions. Prospect theory is based on the observation that investors react differently and have different perspectives in equivalent but emotionally opposite situations (Mercer, 2005; Hens & Vlcek, 2011). This challenges the classical theory of utility and proposes a separate model of decision-making through the prism of risk. Thus, the perception of the situation on the stock market depends on whether investors have financial instruments that evoke different emotions, positive or negative, when they gain or lose value. Reality shows that they react more emotionally to a loss than to a gain (McGraw et al., 2010; Taffler, 2018). This implies situations on the stock markets where the impact of negative emotions can be greater than euphoria in the event of a fall in share prices. This leads to risk aversion, where investors are willing to take much greater risks to avoid losses than to make gains. In situations where a profit is potentially easy to achieve, investors refrain from taking action to achieve it, while in situations where a loss is possible, they are willing to take a much greater risk to avoid it. Research by Janus at al. (2022) showed that investors are willing to pay more to maintain value than to gain it. This theory can be used to explain the common situation where investors are overly concerned with 'averaging' worsening losses rather than averaging gains (Fuksiewicz, 2018).
[bookmark: _Toc166692146]2.1.2. Endowment effect
The endowment effect applies to investors who hold shares on the stock market and are considering selling them. It involves placing more value on things that can be lost than on things that can be gained. This effect was first described by Shefrin and Statman in 1985 in the Journal of Finance in an article entitled "The Disposition to Sell Winners Too Early and Ride Loosers Too Long: Theory and Evidence". The authors of the study showed that the average time between buying and selling stocks was significantly shorter for rising stocks than for falling stocks, and the investment horizon analysed ranged from one to several months. Thus, Shefrin and Statman (1985), Jozwicki (2002), Tomer (2007), Barbers (2011) and Zielińska, Ostrowska (2013) have found that investors tend to sell rising stocks quickly and hold falling stocks for too long. The representativeness heuristic is related to the possession effect and manifests itself in the fact that most people rely on various stereotypes and patterns stored in the mind when making decisions, which often not only bear little relation to the nature of the decision problem, but may not even exist (Taylor, 2013; Williams and Ravenscroft, 2015; King and Kay, 2020). The error of representativeness can also manifest itself in an excessive adherence to the law of short series and in succumbing to the so-called gambler's fallacy. It is worth noting that, for example, after flipping a coin three times to get heads, investors believe that the next flipping will be more likely to get heads than tails. However, the chances of getting heads and tails in such a situation are equal, and this illusion results from the incorrect application of the law of large numbers to small series. A phenomenon related to the short-run error is the disregard of the law of regression to the mean, according to which the results of subsequent observations approach the average value of a given characteristic in the entire population, and the occurrence of extreme intensities of a given characteristic in subsequent measurements becomes less and less likely. In the capital market, the law of short runs can be seen in more frequent purchases of shares in companies that have risen in price several times in a row on the stock exchange, in the expectation that this trend will be repeated in the future (Clenow, 2023). This type of behaviour is often a source of major disappointment for investors.
[bookmark: _Toc166692147]2.1.3. Regret theory
The theory of regret defines the fundamentals of human reactions to misperceptions. This includes typical, but seemingly illogical, situations where an investor does not buy securities after they have fallen in price, when abnormally cheap. It does not consider its likely growth potential. Research by Sapry, Subrahmanyam and Yu (2008) analysed the relationship between stress levels and investment performance. This study suggests that high levels of stress can lead to suboptimal decision making, increased risk and poor overall investment performance. Recognising the impact of stress on decision-making is essential for investors and financial professionals. On the one hand, investors do not want to sell securities that have fallen in value and on which they are incurring a loss, to avoid the bad feeling of realisation and loss. They may react differently to the stress caused by such a situation and usually copy the behaviour of most investors, buying popular overvalued stocks. The effects of such moves can be varied. Going against the market crowd may be more difficult if it later turns out that the consequences were inappropriate (Kerr, Nanda and Rhodes-Kropf, 2014). The theory of regret (like prospect theory) has made it possible to explain problems related to the psychological inaccuracy of the expected utility model, including the so-called rebound effect and the effect of shared consequences (Loomes and Sugden 1982; Sokołowska 2010). In the literature, it can be found descriptions of the application of the theory of regret to financial decisions (Braun and Muermann 2004; Michenaud and Solnik 2008; Polowczyk, 2012; Pyfel, 2020) and social decisions (Zeelenberg and Pieters 2004; Klimek, 2014; Dąbrowski, 2015). According to Zaleśkiewicz (2008) and Radke (2023), regret is an emotion that often accompanies investors in the stock market when making decisions to buy or sell securities. Another phenomenon associated with regret is FOMO. Fear of missing out refers to events, opportunities, or experiences. FOMO also applies to investing; some investors watch opportunities pass by and feel bad when an opportunity to make money arises and other market participants are making more than they are currently making. According to the research of Argan, Altundala and Tokay (2023), it is a feeling of particularly strong investor regret during a very strong price movement (up or down) that was expected but not considered participation. Sometimes simple FOMO doesn't come from being "off the market" but from investing in other, less profitable assets. Under the influence of strong feelings, an investor may be inconsistent with his current philosophy. The "latecomer" may only emerge when the market finally introduces valuations based on more realistic information.
[bookmark: _Toc166692148]2.1.4. Anchoring
In the estimation of unknown values, investors rely on the information that is available at the time. Although these choices are often normatively rational and based on completely random values. Investors use these as a reference point when trying to make predictions or decisions. This is a phenomenon known as the anchoring effect. This phenomenon is often observed in the capital markets and consists in the fact that, in the absence of significant information about securities, investors assume that current prices correspond to the true value of the company. In fact, this can lead to a very irrational valuation of securities because, in a growing market, when security prices reach record levels, they become a reference point for investors whose actions are based on high values. Anchoring can also refer to other situations in which investors inappropriately accept a low-price level as a valid and determinant of value. From a longer-term perspective, it is easy to see that anchoring can often result in each price stabilising at an unchanged level for a long period of time. This is largely due to the availability of information on a given subject. Investors' constant observation of stock prices confirms their belief that this is their price (Tversky and Kahneman, 1973). The anchoring effect in investment psychology is related to the assumption that the last price may depend on a certain initial value that is given as a reference point (Opolski et al., 2010). A manifestation of this phenomenon can be an investor's excessive attachment to the purchase price of a security, perceiving its value through the prism of the historical purchase price rather than the current price (Szyszka, 2004). Another anomaly related to investors' perceptual tendencies is the affect heuristic. This phenomenon involves assessing situations and events solely based on intuition and judgement (Czerwonka and Gorlewski, 2012). 
[bookmark: _Toc166692149]2.1.5. The bandwagon effect
The market is created by people, and it is therefore impossible to talk about emotions on the stock exchange without mentioning crowd psychology and herding behaviour. This is another situation where market mechanisms and psychological mechanisms intertwine surprisingly often in the stock market game. Probably the most powerful phenomenon and instrument of influence, which is also one of the main determinants of avalanche falls in financial market crises and gigantic rises in speculative bubbles, is social proof. It refers to the fact that we consider certain behaviour to be correct when we observe the same behaviour in other investors (Caldini, 2000). It manifests itself mainly in situations of significant falls or rises. In such a situation, the potential investor takes a position similar to the direction of the market as a whole, believing in the validity of social proof. In many cases, an individual investor who enters a trend will do so relatively late, limiting his profits, or just before the moment of the trend reversal. The principle of social proof is very good in its assumptions, but when money and emotions are involved, such a basic mechanism can lead to losses or limited gains. One might be tempted to say that we are evolutionarily unsuited to financial speculation. Research by the economist Robert Shiller (2020) examined the impact of social dynamics and herd behaviour on stock prices. Shiller's research on asset bubbles and market volatility sheds light on how investor sentiment and collective action contribute to stock price fluctuations. Understanding these social dynamics is crucial to understanding the role of investor psychology in stock market movements. Shiller's (2020) research suggests that investor panic can lead to excessive stock price fluctuations, with behavioural effects such as herd behaviour influencing market volatility. The researcher also shows how much influence prevailing sentiment has on the market. There are two ways of measuring market sentiment. The first was developed by CNN. The indicator is written on a 100-point scale, with 0 representing extreme fear and 100 extreme greed, and the level of 50 points is for a fictional state (CNN, 2019). The AAII Sentiment Survey is one of the most popular surveys on Wall Street among members of the American Association of Individual Investors (AAII). Barber and Odean (2001) studied the psychological factors that influence investment decisions independently of fundamental analysis. Their research focused on behavioural biases and heuristics, revealing that investors often stray from rational decision-making due to overconfidence and the herd effect. Recognizing these biases is essential to understanding how psychological influences can replace objective analysis in financial decision-making.
[bookmark: _Toc166692150]2.1.6. Availability heuristic
The availability heuristic is the tendency of investors to form forecasts based on readily available information. The availability heuristic tends to over- or underestimate the impact of certain events. It can lead to poor decisions, such as investing based on a friend's recommendation or information in the media (Baker, 2017; Aigbovo, 2019). It can lead an investor to stop investing in a bear market and to underestimate risk in a bull market. Submitting to the availability heuristic can lead to confirmation bias. This is the preference for information that confirms personal assumptions, regardless of their truth. Banerjee and Duflo (2011) examine how global economic challenges affect investor psychology. Their research suggests that changes in economic conditions can alter investor expectations and preferences, highlighting the interconnectedness of global events and psychological factors in shaping investment decisions. Reactions to media events can also trigger investment decisions. The result is a distorted perception of a given asset, leading to unwise investment decisions and excessive reactivity to short-term market fluctuations when the focus should be on long-term fundamentals. The foundations of the availability heuristic give rise to the phenomenon known as the Black Swan. The term in its current sense became popular after Nassim Nicholas (2007) drew attention to this phenomenon and its impact on the financial market and initiated research into it. Black swan is a term used in economics to describe an unexpected event that no one can predict. Such events often have a huge impact on the world, negatively affecting the economy and society. According to Taleb (2007), and confirmed by Knutsson and Ekeroth (2020), the problem with black swans is that they are unpredictable, so they are ignored. This puts investors at higher risk than if they had taken their existence into account. There are many examples of black swans in history, one of the most recent being the coronavirus pandemic, which surprised the world with its rapid spread and global public health and economic impact. The coronavirus cause disrupted the normal functioning of companies and businesses around the world for an extended period of time. Shares in medical companies (FM PLC rose from £0.14 to £0.58/share), while the hotel and airline industries fell (TUI at the start of 2020 £30/share, after the outbreak - £10) (LSE, 2024).
[bookmark: _Toc166692151]2.2. Psychological influences on financial decision-making
Every decision involves risk. According to Łukasz Pyfel (2019), the complexity of investment decisions also depends on the level of progress on the stock exchange. Beginners and newcomers to the stock exchange often base their investment decisions on opinions circulating in their immediate environment or are influenced by decisions made by their authorities. Pyfel (2020) points out that investors are naturally inclined to trust their loved ones and their experience. The correlation between the investor's level of sophistication and the factors considered when making investment decisions is significant. According to research by Keller, Kozinski, Krzeczewski and Pastasiuk (2013), investors with more experience and acquired knowledge are less inclined to make decisions based on information from social media. Investors with more experience in the market begin to trust their intuition, which is acquired through experience in the investment market, acquired knowledge and situations they have faced.
[bookmark: _Toc166692152]2.2.1.  Investor overconfidence
At some point, every investor, regardless of experience or returns, is likely to experience a bout of overconfidence, usually accompanied by a delusion of superiority (Bankier 2010). An investor must be a confident person because fear would not allow him to function effectively. The extreme of too much certainty is just as negative as a lack of certainty. In the first case, the market often tests noviciouse investors at the very beginning and leads them to losses from which they are likely to draw conclusions for the future. In the second case, if a young investor makes a profit on a certain transaction, he believes even more in his own infallibility, which will sooner or later lead to a loss of money. More experienced investors, who after years of practice have developed a certain instinct for concluding transactions on the financial markets, are subject to the same mechanism. After a series of successful transactions, they are likely to overestimate their skills, which in turn leads to a loss of caution and the conclusion of unfavourable transactions. De Long, Shleifer, Summer and Waldmann (1990) studied the impact of market trends on investor psychology; their research highlighted the phenomenon of overconfidence, whereby investors may become overly optimistic about the persistence of a trend and their overconfidence in investments, leading to potential mispricing. Understanding the relationship between market trends and overconfidence is crucial to understanding the psychological basis of investment decisions. This phenomenon was later confirmed by Bathia and Bredin, (2016) and is associated with the gambler's trap, which is the recognition, for purely emotional reasons, that an ongoing trend will change. In the case of potential losses, evidence suggests that under conditions of risk and uncertainty, investors make systematic mistakes that reflect both their beliefs and their preferences. A common phenomenon is overconfidence in the assessment of investment opportunities, defined as an unjustified belief in the correctness of one's own judgements and an overestimation of one's own abilities (Zielonka, 2008). Such behaviour leads to overtrading, for example as investors' confidence in their knowledge and skills increases, the frequency of transactions increases. Moreover, investors who are convinced of the correctness of their decisions and overconfident in their assessment of various phenomena make increasingly risky transactions (Czerwonka and Gorlewski, 2012). Research in the field of psychology proves the occurrence of the phenomenon of selective attribution, where successes are attributed to oneself, and failures are explained by independent factors (Szyszka, 2004).
[bookmark: _Toc166692153]2.2.2. Loss aversion
Loss aversion means that investors are reluctant to close a position that will result in a loss. In addition to the psychological conditions of reality perception that influence irrational decisions, errors in investor behaviour may also result from the inconsistency and instability of their preferences. According to the theory, the perspectives of decision makers are characterised by risk aversion when faced with profit alternatives and by risk taking when forced to choose between loss-making gambles. Moreover, investors dislike losses much more than they desire gains (Tversky and Kahneman, 1979). Loss aversion may reflect the common capital market phenomenon of investors realising profits too quickly and closing out loss-making positions too late, known as the sunk cost effect (Zielonka, 2003). There is also a tendency for investors to place a higher value on items they currently own than on similar items they do not currently own (Szyszka, 2004). Evolutionarily, humans are adapted to avoid threats at all costs, which is why negative stimuli elicit a faster and more violent response than positive stimuli. In the world of investing, this means that losses of a certain amount hurt investors more than gains of the same or slightly higher amount would please them. Avoiding losses at all costs can lead investors to invest only in safe financial instruments.
[bookmark: _Toc166692154]2.2.3. Emotions and investment decisions
Positive and negative "overreaction" is a phenomenon manifested by excessive investor activity in the market in the form of excessive selling of securities in response to bad information and avalanche buying in response to optimistic news. The "overreaction" can be amplified or diminished by direct market events (Shefrin, 2000). investors 's emotional states significantly influence their investment decisions (Loewenstein, 2001; Dowling and Lucey 2005; Lerner, 2007; Rick and Loewenstein 2008). Psychological research shows that investors who are in a good mood are more optimistic in their assessments and more willing to take risks. Investors in a bad mood are more pessimistic and less willing to take risks (Szyszka, 2009). The work of Statman (2010) has highlighted differences in emotional decision-making between novice and experienced investors. His research suggests that novice investors, driven by heightened emotions such as fear and greed, may make decisions that differ from those of their more experienced counterparts. These findings add to our understanding of how experience shapes emotional responses in the investment landscape. There is an individual in the marketplace that is susceptible to the influence of the environment, including other investors, and has its own characteristics, and there are groups of investors that react quite differently from the sum of the behaviours of their individual members. The behaviour of an individual investing in the stock market is not always rational. In theory, the investor could do so if he was completely isolated from the environment of other investors, in practice, this is impossible (Fox, 2001). Investors in the capital market do not behave like individuals but are influenced to a greater or lesser extent by the group of other investors around them. The evaluation of investments itself requires contact with financial services and the media, where information appears that suggests action and indirectly influences the investor's investment behaviour (Pring, 1998). By modern telecommunications, this influence can be exerted by investors in different parts of the world. The pressure is felt by investors from different cultural backgrounds (Elder, 2012).
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[bookmark: _Toc49783898][bookmark: _Toc13915441][bookmark: _Toc44686313][bookmark: _Toc166692156]3.1 Aims and Objectives

· Critically analyse how emotions such as fear or greed, influence investment decisions in the stock market.
· Discuss and critically analyse the relationship between investor expectations and stock price movements on the stock exchange, and how do these expectations affect market dynamics.
· Critically analyse the long-term consequences of psychological influences on financial markets and the efficiency of these markets.

[bookmark: _Toc49783899][bookmark: _Toc166692157]3.2 Research Rationale
Dynamic changes have been observed in the world of investment, where modern technologies and globalization of markets have revolutionized the approach to trade (Abad-Segura et al., 2020). Marr (2021) stands that a shift from the traditional market intelligence approach to an era where algorithms can analyse massive amounts of data in the blink of an eye. In this context, investment psychology becomes a key element defining the role of emotions in a technology-dominated environment. Considering rapid price changes, especially in the context of the COVID-19 pandemic, the research question becomes particularly important (Buszko, 2021). The Covid-19 virus has caused major disruptions to the global economy. The announcement of the epidemic of the above-mentioned disease contributed to the expected decline in global GDP growth by 3-5%, depending on the entity conducting the analysis (Hossain, 2021). One of the effects of the pandemic was the reaction of interest rates shares and stock indices per number of patients. The announcement of a national quarantine (lockdown) in individual countries may also affect the behaviour of financial markets. It expects the announcement of the above-mentioned quarantine and modification of restrictions in this regard by individual’s countries will have an impact on stock market indices. By analysing how investors' emotions affect the reaction speed of algorithms and what consequences this has for the market, it strives to better understand how contemporary events affect investment psychology. Key players in this field include both financial institutions using advanced algorithms and researchers who explore the interaction of psychology and technology in financial markets. Works such as "The Role of Investor Sentiment in Forecasting Stock Returns" by Baker and Wurgler (2012) are important reference points in this study. Research question focuses on a key point where investor psychology collides with modern financial tools. In the context of extreme market situations, such as financial crises or pandemics, understanding how emotions affect algorithms is important not only for investors, but also for the stability of the entire financial system.

[bookmark: _Toc13915442][bookmark: _Toc44686314][bookmark: _Toc49783900][bookmark: _Toc166692158]3.3 Research Design
Conducting research requires the use of appropriate research techniques, including research methods and research tools (Pandey, 2021). The method defines a way of scientific cognition deliberately, be related to the research topic and consciously chosen by the researcher. Chander 2022 and Pandey 2021 agree that each research method uses specific research techniques as detailed activities of practical conduct and research work that allow for collecting and organizing the obtained information. In turn, research tools are objects, instruments, and technical devices or measuring equipment used in research. The choice of an appropriate research method determines the possibility of using an appropriate research technique, which influences the selection of a specific research tool. There are many types of research methods such as observational, experimental, document, survey diagnostic, method of analysis and criticism of literature, method of analysis and logical construction, statistical method, and computer simulation method (Collins, 2018). Research techniques include observation, interviewing, surveying and examining documents. Popular research tools include survey questionnaires, interviews, observations, tests, and observation sheets (Rea, 2014). The presented study used a diagnostic survey method, a survey technique and a survey questionnaire tool based on an online form containing an ordered set of questions to which the surveyed group of investors voluntarily and anonymously provided answers. The survey-based research method was chosen for several reasons, which were intended to provide a comprehensive analysis of the psychological aspects of investing in the stock market.
The survey allows for simultaneous examination of many variables, such as emotions, risk level or investment behaviour, which enables a comprehensive analysis of the psychological factors influencing investment decisions (Chater, 2010).
Scalability:  The survey is scalable and can be used to survey large groups of respondents, which allows for obtaining representative results and generalizing the results to a broader population of investors (Bosman, 2020).
Standardization:  The survey allows for standardization of measurement, which means that all respondents answer the same questions under the same conditions, making it easier to compare results and analyse data. (Baker and Ricciardi, 2014)

[bookmark: _Toc13915443][bookmark: _Toc44686315][bookmark: _Toc49783901][bookmark: _Toc166692159]3.4 Research Paradigm
The concept of a paradigm was introduced by T. Kuhn in the book 'The Structure of Scientific Revolutions' published in 1963 and considered one of the most influential works on the philosophy of science written in the last century (Wray, 2023). Paradigms play a key role and the concept or theoretical model that guides the research and analysis in the thesis. The paradigm defines the research approach, methodology and theoretical framework, and influences the way in which the results and conclusions are interpreted. A paradigm is a set of assumptions, values, and beliefs that shape the way it thinks and approaches the study of a given topic (Kamal, 2019). In the context of a dissertation, a paradigm defines the overall perspective from which a researcher analyses the research questions and collects data. 

Ontology: The study adopts a social constructionist ontology, which means that reality is understood as a social construct, and social reality is the result of interactions among investors. In the context of investing in the stock market, the study assumes that perception and interpretation of market phenomena are shaped by social, emotional, and psychological factors (Cordella, 2006). Pragmatism. The research adopted interpretivist pragmatics, which means that social reality is understood through the interpretation of the meanings that investors attribute to their experiences. In the context of investing in the stock market, a pragmatist suggests that understanding investment decisions requires understanding the context and meanings that investors attribute to specific market situations. Exploring multiple aspects of a research problem using a combination of quantitative and qualitative approaches. (Cordella, 2006). Methodology:  The study employs a mix approach, allowing for a deeper exploration of human experience and understanding the social and emotional context in which investment decisions are made. Research methods include a Likert scale survey and qualitative data analysis methods such as interviews to gain a comprehensive understanding of the phenomenon. Values:  The study is guided by scientific values such as objectivity, honesty, and integrity. All conclusions and interpretations are based on empirical data and subjected to critical analysis to ensure high quality and reliability of results. Practical Purpose:  The study aims not only to expand theoretical understanding of the psychological aspects of investing in the stock market but also to provide practical guidance for investors and financial industry professionals in managing emotions and making investment decisions.

[bookmark: _Toc13915444][bookmark: _Toc44686316][bookmark: _Toc49783902][bookmark: _Toc166692160]3.5 Data Collection	
The research technique is identical with more specific indications, defining as precisely and in detail as possible the course of the research process organized using it (Snyder, 2019). In the research it will be used the research technique of surveys. According to Kilianska-Przybylo (2011), a way of collecting information using a set of questions relating directly or indirectly to precisely defined research problems. As a research technique, a survey is a two-way activity, differing from an interview in that it does not require direct contact; The informant is here a respondent who himself answers the questionnaire in writing. Advantages of using the survey:
Time Efficiency: The survey is a quick and effective method of collecting data, which allows for quick analysis and interpretation of the results (Rea, 2014). Cost: The survey is relatively low-cost to conduct compared to other research methods, which makes it attractive to researchers with limited financial resources (Rassel, 2020). Anonymity and Veracity of Data: Respondents may feel more comfortable giving answers, which may lead to more honest answers. Moreover, the survey allows respondents to remain anonymous, which may increase their comfort and participation in the study (Nuno, 2015). Scalability and Generalizability: The survey can be used across a variety of populations and contexts, making it possible to generalize the results on a broader scale and draw more general conclusions about the psychological aspects of investing (Libby, 2002). The study can effectively collect data on the psychological aspects of investing in the stock market, which allows for a better understanding and interpretation of investor behaviour (Nelson, 2015).


[bookmark: _Toc13915445][bookmark: _Toc44686317][bookmark: _Toc49783903][bookmark: _Toc166692161]3.6 Population and Sample
The research sample in this study comprised investors participating in the stock market. The sample was purposively selected, considering the diversity of respondents in terms of investment experience and level of market activity. This sample was intended to ensure representativeness in the analysis of the psychological aspects of investing in the stock market. The research conducted is based on a quantitative and qualitive approach, using online surveys, 100 participants. The analysis of the data allowing the application of statistical research methods to identify patterns and relationships in investment psychology. Quantification of the data will allow an objective assessment of the impact of psychological factors on the effectiveness of investment strategies (Adomavicius, 2008). The information collected constitutes excellent research material, easy for later interpretation. The results of the survey will make it possible to determine the extent, scope, level and intensity of the phenomenon, to identify the causes and effects of the phenomenon quickly and accurately. The research is more focused on objective, measurable outcomes, making it more precise in assessing the impact of psychological factors on the effectiveness of investment strategies (Mohajan, 2020). Statistical methods of data analysis allow for identifying significant dependencies, which is more challenging to achieve in a qualitative approach.

[bookmark: _Toc13915446][bookmark: _Toc44686318][bookmark: _Toc49783904][bookmark: _Toc166692162]3.7 Data and Analysis
Survey analysis is a multi-stage process that culminates in a synthesised report. The survey results report is a document designed to present in a complete and objective manner the information collected during the survey (Heeringa, 2017). In terms of results, it is planned to obtain quantitative and qualitative data from surveys and conduct statistical analyses, such as regression analysis or statistical tests. These results will identify significant relationships between psychological factors and the effectiveness of investment strategies. The raw results were used to further analyse the survey results. This is a summary in which each row represents one answer and the columns represent the individual questions (Kent, 2020). Results in this form allow for any analysis, for example in MS Excel, SPSS, Statistica. MS Excel was chosen, which allows the creation of autofilters in the columns, enabling sorting and filtering of the data. In addition, Excel also allows any graphs to be generated from the collected data.
[bookmark: _Toc13915447][bookmark: _Toc44686319][bookmark: _Toc49783905][bookmark: _Toc166692163]3.8 Reliability and Viability
Valid research is research that is acceptable to the research community on the basis of research methods that have been tried and tested (Biggam, 2015). The validity of a research study is a function of the researcher's knowledge and the researcher's experience of the field. Researchers need to carefully consider the way they conduct and approach their research as there are strengths and weaknesses to all research methods for data collection and analysis (Philips, 2014).  In order for the results to be reliable and valid, it is important to ensure that the research method is in line with the topic that is being studied (Thomas, 2013).
In all fields of investigation and research, replication is considered a central part of its advancement, as the validity of the study is called into question if the findings are not replicable (Mackey and Gass, 2016).   Action research facilitates the undertaking of longitudinal research, allowing outcomes to be recorded over a period of time and, where appropriate, modifications to the approach can be implemented based on those outcomes (Biggam, 2015).
[bookmark: _Toc49783906][bookmark: _Toc166692164]3.8.1 Limitations of the Research
The survey-based methodology may be susceptible to measurement errors such as response biases or inaccurate recall of information by respondents. Additionally, the sample size may be incomplete or insufficiently representative, which could limit the generalizability of the findings to a broader population of investors.

Limitations in Participant Recruitment:  The process of recruiting participants may lead to self-selection bias or biases related to specific demographic characteristics, which could impact the results and their generalizability (Lash, 2021).

Temporal Scale Limitations:  The survey-based approach may provide data only from a specific point in time, limiting the ability to study changes over time and identify long-term trends (Cohen, 2017).

Limitations in Likert Scale Application:  While Likert scale is popular and useful, it may not capture the full range of complex responses from participants, leading to simplified interpretation of results (Taherdoost, 2019).

Cultural Context Limitations:  The study results may be constrained by specific cultural and social contexts, affecting the generalizability of findings to other populations and environments (Hoadley, 2022).

Causality Inference Limitations:  While the survey may provide data on correlations between different variables, methodological constraints may hinder drawing conclusions regarding causality between them (Pandey, 2021).

Recognizing and addressing these limitations in interpreting the results is crucial to ensure the credibility and adequacy of the study. The limitations of the study include possible difficulties in obtaining complete and reliable data from respondents (Alam, 2021). Finding 100 stock investors who will agree to complete the survey within the time frame. If the survey is completed by less than 100 participants, an additional interview will be conducted.

[bookmark: _Toc13915448][bookmark: _Toc44686320][bookmark: _Toc49783907][bookmark: _Toc166692165]3.9 Research Ethics
Ethics in research is a set of specific standards of conduct when conducting scientific research (Weinbaum, 2019). In the social sciences it is defined, among others, by as a set of principles and moral rules regarding the researcher's behaviour towards the research subject/participant, towards his/her psychophysical properties and based on respect for his/her socio-cultural context (Gross, 2017). These principles are universal (generally accepted, for example based on respect for human rights, respect for collective rights) and specific (characteristic of a specific society, group, nation or minority). Ethics in research is primarily about considering and applying comprehensive moral principles that aim to prevent harm to others, promote good research practices, show respect and be guided by social justice (Resnik, 2018). Research ethics refers to the principles and standards of conduct that must be followed when conducting scientific research. The following are the key issues regarding research ethics in the context of this project.

Consent and Rights of Subjects:  All study participants should be informed about the purposes, procedures and potential consequences of participating in the study. Participants' consent to participate in the study should be obtained and they should be provided with the right to withdraw at any time without negative consequences. Privacy and Anonymity:  Participants' personal information should be protected and all identifying information should be kept confidential. The anonymity of participants should be ensured in published research results to avoid invasion of privacy. Safety and Well-being of Participants:  The mental and physical safety of study participants must be ensured. The study should not negatively impact their emotional well-being or lead to any harm. (Pitters and Oberlechner, 2014) Data Truthfulness and Reliability:  All data collected as part of the study should be presented in a true and reliable manner. Any manipulation or falsification of data is unethical and constitutes a breach of trust in the research process (Bos, 2020). Avoidance of Conflicts of Interest:  Researchers should avoid situations in which conflicts of interest or bias may occur that may affect the objectivity and credibility of the study. Investors must act independently and with integrity to ensure the neutrality of the audit. Social Responsibility:  Researchers have an obligation to act in a responsible manner towards society, ensuring that their research brings social benefits and contributes to the advancement of scientific knowledge.
Compliance with these ethical principles is crucial to ensuring the integrity and credibility of the study and protecting the rights and well-being of participants.






[bookmark: _Toc166692166]Chapter 4. Findings
[bookmark: _Toc166692167]4.1. Introduction
This chapter presents the survey results and critically discusses the individual results from the questionnaires and interviews. The research adopted interpretivist pragmatics, which means that social reality is understood by interpreting the meanings that investors attribute to their experiences (Baker and Schaltegger, 2015). In the context of investing in the stock market, it helps determine and understand the investment decisions that investors attribute to specific market situations and helps determine the preferences of the research population regarding specific types of information resources.
This research used a survey questionnaire containing fourteen questions, ten closed questions and four open questions. The study covered 100 investors actively participating in the traditional market. The choice of the research group was deliberate.

[bookmark: _Toc166692168]4.2. Demographics
This part of the questionnaire sought to collect data on the demographics of the study population to understand factors such as investor age and level of investor expertise. The results are displayed sequentially in Figure 1. 

[bookmark: _Toc166677675]Figure 1 Age of the examined sample and the investor's level expertise.
In the study, 26% were investors aged 30-45, 12% were beginner investors and 14% were intermediate investors. 36% were investors over 45 years of age, including 26% advanced investors, 8% intermediate investors and 2% beginner investors. 38% under the age of 30, this entire group was considered a beginner investor. 

[bookmark: _Toc166692169]4.3. Results of the research
Robert Shiller's theory about the sentiment appearing on the market and the accompanying feelings in market volatility has been confirmed in research (Shiller, 2020). Depending on the stage of the market cycle, investors' feelings and decisions vary. The greater the sentiment on the market, the more investors want to be part of this market and feel excited, this applies to newcomers to the market. Advanced investors are less susceptible to the influence of market sentiment. Market sentiment is certainly a valuable indicator for investors just starting their adventure with investing. The survey found that 90% of beginner investors made their investment decisions by observing the market and market sentiment. However, among the more experienced, 60% of advanced investors, the opposite behaviour to most traders is observed. Whereby they assume that sometimes it is worth acting against the opinion of the majority and that when others buy, they prefer to sell.
Pyfel (2019) research showed that investors are aware of the complexity of factors influencing stock exchange quotations, and behavioural factors are not the only ones that, in the opinion of market participants, influence decision-making processes on the capital market. The factors that, in the opinion of investors, are more important when making decisions on the capital market (Figure 2). The largest part of respondents, constituting over half of the surveyed population, consider market trends (68%) and investment basics (60%) to be crucial when making decisions on the capital market. The investment time horizon (54%) and risk tolerance (28%) were also indicated as important. In addition to professional advice (24%), investors consider factors not directly related to share price determinants, such as fees and commissions (8%) and liquidity (6%), less important than others. Only 2% of respondents indicated other factors, specifying the phase of the stock exchange business cycle (recession, growth, stagnation) and government policy encouraging or not to invest in the country. The results of the survey confirm the findings of Pyfel (2019), who noted that in the era of the internet and the availability of information, investors tend to consider market trends more than professional advice. He also noted that, where possible, investors prefer to invest in countries where the tax on capital gains is lower.

[bookmark: _Toc166677676]Figure 2 The factors considered in the investment decision.
According to Sapra, Subrahmanyam and Yu (2008), another factor influencing investment decisions is the ability to control investment risk in investment behaviour. Beginning investors, 28% of whom, indicated that they can take high risks and base their investment decisions on forums and blogs. Interestingly, 16% of novice investors and 4% of intermediate investors with a moderate risk tolerance said they also rely on forums and blogs to make investment decisions. High investment risk and knowledge based solely on social media, overconfidence, market trend and lack of fundamental investment analysis leads to the phenomenon of speculation. Bathia and Bredin (2016) suggest that similarly, after a long up/down wave, inexperienced speculators may mistakenly believe that a trend has gone on for far too long and play for a change, which of course leads to a loss. An inexperienced investor may be subject to a kind of player effect. Only 8% of novice investors reported low investment risk, basing their investment decisions on professional advisers and company reports and documents. 18% of intermediate investors indicated a moderate risk tolerance, 8% based their decisions on company reports and documents, 6% on expert advice and 4% on blogs and forums. 2% of investors said they had a low risk tolerance and based their investment decisions on company reports and documents. 4% of advanced investors with a low risk tolerance and 22% with a moderate risk tolerance base their decisions equally on company reports and financial news services. It can be observed that the more senior investor makes his/her investment decisions in a well-considered manner and is less inclined to indulge in speculation.
Trzebinski (2021) suggests that depending on the investor's level of sophistication, strategy and goals, each investor dealt with market volatility and stock market fluctuations differently. Figure 3 shows how surveyed investors respond to this phenomenon. 16% of beginner investors, 16% of intermediate investors and 20% of advanced investors stay calm and stick to their long-term plan. According to Kahneman and Tversky (1977), investors are willing to settle for less profit than to risk an uncertain investment for a much greater profit in the future. 26% of beginner investors and 6% of intermediate investors are changing their investment strategy. 10% of novice investors take quick action to limit losses. Statman's (2010) research confirms that investors new to the market make choices under the influence of emotions, are more willing to follow trends and make quick investment changes that they believe will lead to making up for losses. 6% of intermediate investors made a different choice, indicating that they had two investment portfolios. One is risky and changes in this portfolio are quick, and strategies change depending on the world and market situation, while the other portfolio is safe and has a long-term plan. Diversifying their investment portfolio helps them avoid hasty and irrational decisions. 
 
[bookmark: _Toc166677677]Figure 3 The way how investor dealt with market volatility and stock market fluctuations.
Proper motivation, what the investor wants to achieve, is one of the key psychological approaches in investing (Raut, 2020). When asked about the motivation to invest in the traditional market among novice investors, the most common answer was to acquire knowledge about market mechanisms, the desire to have a second source of income, financial independence and to live wherever one wants, without having to consider the labour market in each area. 
‘Freedom is an absolutely paramount value for me, and any dependence on an employer (or even a single source of income) makes me "allergic". Interestingly, a few years ago, when I earned the equivalent of my annual expenses, I didn't only feel better, but I also felt more confident in negotiating salary increases with employers... which led to an even more significant increase in my income’ [sic]
Among intermediate investors, emerging responses were financial independence, saving for retirement, protecting the value of money and fighting inflation. Advanced investors indicated that this is their only source of income, and investing in the stock market is not a boring activity and teaches them new things every day.
Social media messages and their importance in making investment decisions were observed by Banerjee and Duflo (2011). The data collected from the survey is presented in Figure 4. Advanced investors responded that sometimes their investment decisions are influenced by news and information from social media, depending on the portfolio they operate. In a long-term portfolio, information from social media has no impact on concluded transactions and is based on company data and professional investor websites. However, with a risky portfolio, sometimes social media messages influence the trades they make. The mood among advanced investors is different when the stock market is volatile. Beginning investors are divided on the influence of media and social media news. 44% of beginner investors make investment decisions based on information from social media, 2% do not rely on information from the Internet, and 6% sometimes make decisions based on information from social media. It can also be seen that when the market is volatile, novice investors feel 28% indifferent, 4% nervous and 20% excited respectively. However, 8% of Advanced investors base their investment decisions on social media news, 4% do not indicate that online news influences their investment decisions, and 14% indicate that sometimes news influences investment decisions. All the advanced investors who took part in the survey unanimously responded that they feel differently when the stock market is volatile. The survey results confirm the research conducted by Sapra, Subrahmanyam, and Yu's (2008), which indicates the role of emotions in the rationality of decisions made. The greater the nervousness/excitement, the more investment decisions are made due to external stimuli, for example news from social media.

[bookmark: _Toc166677678]Figure 4 how investors take social media messages into account when making investment decisions and their feelings during stock market volatility.
Keller, et al. (2013) suggest that experience and level of knowledge about investment markets influence financial decision-making. Past investment successes or failures are considered when making future investment decisions to varying degrees, depending on the experience gained on the market. Figure 5 shows the collected survey results.

[bookmark: _Toc166677679]Figure 5 The relationship between the investor's level of knowledge and the inclusion of previous failures/successes on the market in current investment decision-making.
Using the data contained in financial statements and applying selected indicators, it is possible not only to estimate the innovative assets potential of enterprises, but also to indicate those companies that are on a growth path. By investing in these entities, investors can achieve a positive rate of return, which translates into an increase in the value of their investment portfolio. Respondents were unanimous in saying that they assess the potential of a stock before investing, considering technical and fundamental analysis.
Financial goals provide the foundation for the economic future and help investors achieve long-term security and meet specific objectives. Their determination and implementation motivate conscious choices and strategic planning. If the overriding desire is to earn a lot of money quickly, risky investments are often made, which may result in huge losses or a complete loss of capital. Investors responded to the goals set before entering the market or situations that would have to occur to exit the market depending on depending on the level of advancement and knowledge. 40% of beginner investors do not have clearly defined goals, they are based on the current situation.  12% of beginner investors have determined their profit and are waiting for it to be realized. A group of novice investors on the market confirms Barber and Odean's (2013) research that the level of investor advancement is associated with overconfidence in decisions, reliance on the opinions of others, and decisions are made without fundamental analysis. Intermediate investors have a specific profit goal, for example the amount they want to achieve. Advanced investors have specific goals, depending on the portfolio they are dealing with. A long-term portfolio is an investment for the future, therefore the goal is the term and not the profit achieved on a given portfolio, while in a short-term portfolio the goals are set in the amount of profit.
The FOMO phenomenon is known to all investors participating in the survey. Investors who base their investment decisions on reports from forums and blogs, as well as make decisions based on reports from social media, are more likely to suffer financial losses related to this phenomenon. Investors who used professional advice or their investment decisions based on reports and documents experienced this phenomenon to a moderate extent, they did not make investment decisions or changes in their portfolio. Intermediate investors noticed that when they first entered the market, they felt like they were missing out on one particular investment opportunity.
‘The most interesting experience I had recently was the FOMO phenomenon combined with the Black Swan. The unexpected COVID-19 virus, lockdown, fear and concern for one's own safety were a good moment to invest in companies from the medical industry.’ [sic]
FOMO and Black Swan are often in correlation. According to Taleb's (2007) theory and confirmed by Knutsson and Ekeroth (2020), a Black Swan is a phenomenon that is considered practically impossible due to its low probability. These are situations that no one can predict. These phenomena have various impacts on the market. Advanced investors have noticed that when one opportunity passes, another one appears, and they have begun to take a long-term perspective that helps them avoid making impulsive decisions due to FOMO. 


[bookmark: _Toc166692170]Chapter 5. Summary and Conclusion
The research points to the influence of psychological factors in the process of making investment decisions on the capital market. According to the research conducted by Pyfel (2019), when making investment decisions, investors take into account the mood on the stock exchange, but non-psychological factors are also one of the determinants of a given investment. The results of the study show that more than half of the respondents take into account market trends (psychological factor) and investment fundamentals (non-psychological factor) in their investment decisions. The high proportion of responses regarding the variety of factors influencing stock prices indicates that investors are aware of the complexity of the problem and the significant number of determinants that can affect stock prices. This means that the determinants of share prices are generally complex and that the market valuation of shares is influenced by many factors at the same time, which investors are aware of. 
As investors have become more sophisticated, the importance of market sentiment in investment decisions has increased. Shiller's (2020) research has been confirmed in this study, as the survey results show that sentiment results from the fact that increasing investment experience leads to a greater awareness among capital market participants of the importance of behavioural factors in shaping the stock market situation. The majority of investors surveyed stated that past successes and failures are taken into account in the investment process, which was previously confirmed by the research of Keller, et al (2013). The conclusions of the research by Bathia and Bredin (2016) prove that if investors start investing without a solid psychological foundation and, as a result, lack discipline, other aspects of investing cannot function properly. The survey confirmed that investor experience affects the psychological aspects of investing and that the less experienced the market participant, the more susceptible they are to falling into the gambler's trap. Stateman's research (2010) shows how fear influences investors' decisions through high investment risk and knowledge based solely on social media, excessive self-confidence, market trend and lack of fundamental investment analysis leading to the phenomenon of speculation. The survey results show that investors with less experience in the market are susceptible to the influence of information from social media and are often guided by it in their decisions. Such speculation often leads to irrational company valuations. The survey results show that investors with more experience make investment decisions carefully and are less prone to speculation. 

Trzebiński (2021) suggests that each investor handles market volatility and stock market fluctuations differently, depending on the investor's level of sophistication, strategy and goals. The collected results confirm Trzebinski's (2021) research that with longer tenure and experience in the market, stock market volatility and fluctuations have less impact on investors' decisions. Social media news and its importance for investment decisions were observed by Banerjee and Duflo (2011). The survey results confirm that newcomers to the markets make their investment decisions mostly based on social media news. An experienced investor may see an opportunity to make a quick profit on a particular asset, but will not make long-term decisions based on news, knowing that information can be subject to conscious or unconscious manipulation. Rational, conscious action based on conclusions from the analysis of information from social media, forums or blogs is therefore not possible in such a situation. The differences between the investor's level of experience and the factors that determine investment decisions are significant, which was also observed in the studies by Stateman (2010) and Barbera and Odean (2013). Sapry, Subrahmanyama and Yu's (2008) point out that the greater the emotions experienced at the time of decision making, the greater the risk of making unconscious decisions. This research is reflected in the results of the survey, which show that the stronger the feelings an investor experiences, the more willing they are to take more risk. FOMO and black swan events are well known. As access to information has increased, these effects have become more popular. The research by Knutsson and Ekeroth (2020), and the analysis of the survey showed that investors have different approaches to these phenomena. Some of the respondents are excited by the occurrence of unexpected events and look for profit opportunities, while others are nervous and run out of the market in a panic. Even if investor has a very good investment strategy, the excitement or depression of the markets may cause to disregard it. Exiting the market is a key skill, but one that is very difficult to master. The prospect theory shows the true extent of the problem of exiting the market by holding on to losing positions or closing out trades with very small profits due to fear. In addition, managing capital without a solid psychological foundation becomes much more difficult. The results of the research made it possible to present the problem of how psychological factors influence investment decisions in the securities market.
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	Use of documentation not in the public domain: Are any documents NOT publicly available? 
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	Does your research relate to one or more of the seven aims of the Well-being of Future Generations (Wales) Act 2015?
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	A prosperous Wales
	☐
	☒

	13
	A resilient Wales
	☐
	☒

	14
	A healthier Wales
	☐
	☒

	15
	A more equal Wales
	☐
	☒

	16
	A Wales of cohesive communities
	☐
	☒

	17
	A Wales of vibrant culture and thriving Welsh language
	☐
	☒

	18
	A globally responsible Wales
	☐
	☒

	19
	If YES to any of the above, please give details:

	
	


(this box should expand as you type)



SECTION F: Scope of Research Activity
	
	Will the research activity include:
	YES
	NO

	1
	Use of a questionnaire or similar research instrument?
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	Participant observation without their knowledge?
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	Performance of any acts which may cause embarrassment or affect self-esteem?
	☐
	☒

	12
	Investigation of participants involved in illegal activities?
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	Use of procedures that involve deception?
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	14
	Administration of any substance, agent or placebo?
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	Working with live vertebrate animals?
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	16
	Procedures that may have a negative impact on the environment?
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	17
	Other primary data collection methods. Please indicate the type of data collection method(s) below.
	☐
	☒

	
	Details of any other primary data collection method:
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If NO to every question, then the research activity is (ethically) low risk and may be exempt from some of the following sections (please refer to Guidance Notes).

If YES to any question, then no research activity should be undertaken until full ethical approval has been obtained. 

SECTION G: Intended Participants
If there are no participants then do not complete this section, but go directly to section H.

	
	Who are the intended participants:
	
YES
	
NO

	1
	Students or staff at the University?
	☐
	☒

	2
	Adults (over the age of 18 and competent to give consent)?
	☒
	☐

	3
	Vulnerable adults?
	☐
	☒

	4
	Children and Young People under the age of 18? (Consent from Parent, Carer or Guardian will be required)
	☐
	☒

	5
	Prisoners?
	☐
	☒

	6
	Young offenders?
	☐
	☒

	7
	Those who could be considered to have a particularly dependent relationship with the investigator or a gatekeeper?
	☐
	☒

	8
	People engaged in illegal activities?
	☐
	☒

	9
	Others. Please indicate the participants below, and specifically any group who may be unable to give consent.

	☐
	☒

	
	Details of any other participant groups:
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	Participant numbers and source
Provide an estimate of the expected number of participants. How will you identify participants and how will they be recruited? 

	10
	How many participants are expected?

	
100

(this box should expand as you type)

	11
	Who will the participants be?

	
Stock investors

(this box should expand as you type)

	12
	How will you identify the participants?
	
Voluntary participation, Informed consent and anonymity

(this box should expand as you type)




	
	Information for participants:
	
YES
	NO
	
N/A

	13
	Will you describe the main research procedures to participants in advance, so that they are informed about what to expect?
	☒
	☐
	☐

	14
	Will you tell participants that their participation is voluntary?
	☒
	☐
	☐

	15
	Will you obtain written consent for participation?
	☒
	☐
	☐

	16
	Will you explain to participants that refusal to participate in the research will not affect their treatment or education (if relevant)?
	☒
	☐
	☐

	17
	If the research is observational, will you ask participants for their consent to being observed?
	☒
	☐
	☐

	18
	Will you tell participants that they may withdraw from the research at any time and for any reason?
	☒
	☐
	☐

	19
	With questionnaires, will you give participants the option of omitting questions they do not want to answer?
	☒
	☐
	☐

	20
	Will you tell participants that their data will be treated with full confidentiality and that, if published, it will not be identifiable as theirs?
	☒
	☐
	☐

	21
	Will you debrief participants at the end of their participation, in a way appropriate to the type of research undertaken?
	☒
	☐
	☐

	22
	If NO to any of above questions, please give an explanation 
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	Information for participants:
	
YES
	NO
	
N/A

	24
	Will participants be paid?
	☐
	☒
	☐

	25
	Is specialist electrical or other equipment to be used with participants?
	☐
	☒
	☐

	26
	Are there any financial or other interests to the investigator or University arising from this study?
	☐
	☒
	☐

	27
	Will the research activity involve deliberately misleading participants in any way, or the partial or full concealment of the specific study aims?
	☐
	☒
	☐

	28
	If YES to any question, please provide full details 

	
	


(this box should expand as you type)



SECTION H: Anticipated Risks

	
	
Outline any anticipated risks that may adversely affect any of the participants, the researchers and/or the University, and the steps that will be taken to address them. 

If you have completed a full risk assessment (for example as required by a laboratory, or external research collaborator) you may append that to this form.  

	1
	Full risk assessment completed and appended? 
	Yes
	☐

	
	
	No
	☒

	2
	Risks to participants
For example: sector-specific health & safety, emotional distress, financial disclosure, physical harm, transfer of personal data, sensitive organisational information

	
	Risk to participants:

Lack of understanding of the purpose and topic of the research being conducted. Willingness to withdraw from the study while completing the survey.
 (this box should expand as you type)
	How you will mitigate the risk to participants:

Possibility to ask questions during the survey. Possibility to resign from completing the survey at any stage.
(this box should expand as you type)

	3
	If research activity may include sensitive, embarrassing or upsetting topics (e.g. sexual activity, drug use) or issues likely to disclose information requiring further action (e.g. criminal activity), give details of the procedures to deal with these issues, including any support/advice (e.g. helpline numbers) to be offered to participants. Note that where applicable, consent procedures should make it clear that if something potentially or actually illegal is discovered in the course of a project, it may need to be disclosed to the proper authorities

	
	


(this box should expand as you type)

	4
	Risks to the investigator
For example: personal health & safety, physical harm, emotional distress, risk of accusation of harm/impropriety, conflict of interest

	
	Risk to the investigator:

The limitations of the study include possible difficulties in obtaining complete and reliable data from respondents. Finding at least 100 stock investors who will agree to complete the survey within the time frame.

(this box should expand as you type)
	How you will mitigate the risk to the investigator:

If the survey is completed by less than 100 participants, an additional interview will be conducted.


(this box should expand as you type)

	5
	University/institutional risks
For example: adverse publicity, financial loss, data protection

	
	Risk to the University:

Data protection

(this box should expand as you type)
	How you will mitigate the risk to the University:

The data is located on the University cloud, to which only authorized persons have access.

(this box should expand as you type)

	6
	Environmental risks
For example: accidental spillage of pollutants, damage to local ecosystems

	
	Risk to the environment:
N/a
(this box should expand as you type)
	How you will mitigate the risk to environment:

(this box should expand as you type)



	
	Disclosure and Barring Service

	
	If the research activity involves children or vulnerable adults, a Disclosure and Barring Service (DBS) certificate must be obtained before any contact with such participants.
	YES

	NO

	N/A


	7
	Does your research require you to hold a current DBS Certificate?
	☐
	☒
	☐

	8
	If YES, please give the certificate number. If the certificate number is not available please write “Pending”; in this case any ethical approval will be subject to providing the appropriate certificate number.
	



SECTION I: Feedback, Consent and Confidentiality

	1
	Feedback
What de-briefing and feedback will be provided to participants, how will this be done and when? 

	
	
No feedback will be provided to participants, but I will provide a copy of the findings at participant’s request.

(this box should expand as you type)

	2
	Informed consent
Describe the arrangements to inform potential participants, before providing consent, of what is involved in participating. Describe the arrangements for participants to provide full consent before data collection begins. If gaining consent in this way is inappropriate, explain how consent will be obtained and recorded in accordance with prevailing data protection legislation.

	
	
I will inform participants before their participation, at the beginning of the questionnaire there will be information about the purpose and objectives of the study. There will be a button on the form which participants press to indicate their consent.


(this box should expand as you type)

	3
	Confidentiality / Anonymity
Set out how anonymity of participants and confidentiality will be ensured in any outputs. If anonymity is not being offered, explain why this is the case. 

	
	All questionnaires will be kept strictly confidential and anonymous.


(this box should expand as you type)



SECTION J: Data Protection and Storage

	
	Does the research activity involve personal data (as defined by the General Data Protection Regulation 2016 “GDPR” and the Data Protection Act 2018 “DPA”)?
	YES
	NO

	1
	“Personal data” means any information relating to an identified or identifiable natural person (‘data subject’). An identifiable natural person is one who can be identified, directly or indirectly, in particular by reference to an identifier such as a name, an identification number, location data, an online identifier or to one or more factors specific to the physical, physiological, genetic, mental, economic, cultural or social identity of that natural person. Any video or audio recordings of participants is considered to be personal data.
	☐
	☒


	
	If YES, provide a description of the data and explain why this data needs to be collected:

	2
	


(this box should expand as you type)

	
	Does it involve special category data (as defined by the GDPR)?
	YES
	NO

	3
	“Special category data” means sensitive personal data consisting of information as to the data subjects’ –
(a) racial or ethnic origin,
(b) political opinions,
(c ) religious beliefs or other beliefs of a similar nature,
(d) membership of a trade union (within the meaning of the Trade Union and Labour Relations (Consolidation) Act 1992),
(e) physical or mental health or condition,
(f) sexual life,
(g) genetics,
(h) biometric data (as used for ID purposes),
	☐
	☒


	
	If YES, provide a description of the special category data and explain why this data needs to be collected:

	4
	

(this box should expand as you type)



	
	
Will data from the research activity (collected data, drafts of the thesis, or materials for publication) be stored in any of the following ways?
	YES
	NO

	5
	Manual files (i.e. in paper form)?
	☐
	☒

	6
	University computers?
	☐
	☒

	7
	Private company computers?
	☐
	☒

	8
	Home or other personal computers?
	☐
	☒

	9
	Laptop computers/ CDs/ Portable disk-drives/ memory sticks?
	☐
	☒

	10
	“Cloud” storage or websites?
	☒
	☐

	11
	Other – specify:

	☐
	☒

	12
	For all stored data, explain the measures in place to ensure the security of the data collected, data confidentiality, including details of backup procedures, password protection, encryption, anonymisation and pseudonymisation:

	
	
Data from the research activity is stored on the University cloud.
(this box should expand as you type)



	
	Data Protection

	
	Will the research activity involve any of the following activities:
	YES
	NO

	13
	Electronic transfer of data in any form?
	☐
	☒

	14
	Sharing of data with others at the University outside of the immediate research team?
	☐
	☒

	15
	Sharing of data with other organisations?
	☐
	☒

	16
	Export of data outside the UK or importing of data from outside the UK?
	☐
	☒

	17
	Use of personal addresses, postcodes, faxes, emails or telephone numbers?
	☐
	☒

	18
	Publication of data that might allow identification of individuals?
	☐
	☒

	19
	Use of data management system?
	☐
	☒

	20
	Data archiving?
	☐
	☒

	21
	If YES to any question, please provide full details, explaining how this will be conducted in accordance with the GDPR and Data Protection Act (2018) (and any international equivalents, where appropriate):

	
	


(this box should expand as you type)

	22
	List all who will have access to the data generated by the research activity:

	
	
The researcher and supervisor

(this box should expand as you type)

	23
	List who will have control of, and act as custodian(s) for, data generated by the research activity:

	
	
The researcher

(this box should expand as you type)

	24
	Give details of data storage arrangements, including security measures in place to protect the data, where data will be stored, how long for, and in what form. Will data be archived – if so how and if not why not.  

	
	
The University cloud

(this box should expand as you type)

	25
	Please indicate if your data will be stored in the UWTSD Research Data Repository (see https://researchdata.uwtsd.ac.uk/ ).   If so please explain. (Most relevant to academic staff) 

	
	
N/a

(this box should expand as you type)

	26
	Confirm that you have read the UWTSD guidance on data management (see https://www.uwtsd.ac.uk/library/research-data-management/)
	YES
	☒

	27
	Confirm that you are aware that you need to keep all data until after your research has completed or the end of your funding
	YES
	☒



SECTION K: Declaration
	
	The information which I have provided is correct and complete to the best of my knowledge. I have attempted to identify any risks and issues related to the research activity and acknowledge my obligations and the rights of the participants.

In submitting this application I hereby confirm that I undertake to ensure that the above named research activity will meet the University’s Research Ethics and Integrity Code of Practice which is published on the website: https://www.uwtsd.ac.uk/research/research-ethics/ 

	1
	Signature of applicant:
	Marta Kaminska
	Date:
11.12.2023



For STUDENT Submissions:
	2
	Director of Studies/Supervisor:
	
	Date:

	3
	Signature:
	

	



For STAFF Submissions:
	4
	Academic Director/ Assistant Dean:
	
	Date:

	5
	Signature:
	
	



Checklist: Please complete the checklist below to ensure that you have completed the form according to the guidelines and attached any required documentation:
	☒
	I have read the guidance notes supplied before completing the form.

	☒
	I have completed ALL RELEVANT sections of the form in full.

	☒
	I confirm that the research activity has received approval in principle

	☐
	I have attached a copy of final/interim approval from external organisation (where appropriate)

	☐
	I have attached a full risk assessment (where appropriate)  ONLY TICK IF YOU HAVE ATTACHED A FULL RISK ASSESSMENT

	☒
	I understand that it is my responsibility to ensure that the above named research activity will meet the University’s Research Ethics and Integrity Code of Practice.

	☒
	I understand that before commencing data collection all documents aimed at respondents (including information sheets, consent forms, questionnaires, interview schedules etc.) must be confirmed by the DoS/Supervisor, module tutor or Academic Director.



	RESEARCH STUDENTS ONLY
Once complete, submit this form via the MyTSD Doctoral College Portal at (https://mytsd.uwtsd.ac.uk).


	RESEARCH STAFF ONLY
All communications relating to this application during its processing must be in writing and emailed to pgresearch@uwtsd.ac.uk , with the title ‘Ethical Approval’ followed by your name.


	STUDENTS ON UNDERGRADUATE OR TAUGHT MASTERS PROGRAMMES should submit this form (and receive the outcome) via systems explained to you by the supervisor/module leader.





[bookmark: _Toc166692174]7.2 Questionnaire
Psychology of investing in the stock market
Hello!
 
My name is Marta and I am an undergraduate student at University of Wales Trinity Saint David.
I am writing a dissertation of the 'Psychology of investing in the stock market'.
For this purpose, I am conducting a survey to find out the factors influencing the decisions of individuals on the stock market. Your comments will help me better understand the motivations, risk tolerance, emotional factors, sources of information and decision-making processes when investing in stocks.
This study aims to learn the opinions and experiences of surveyed people investing in the stock market.
 
Your participation will provide valuable information that can benefit both researchers and investors. Please read each question carefully, and simply click on the answer that best aligns with your personal belief or experience.
 
Your participation in the survey is anonymous and your responses will be kept completely confidential. You should be able to complete the survey within 10 mins or less. Upon request, I can share the results of my research.
 
Thank You very much for Your time and effort.
1. What is Your age?
Under 30 years 30 - 45 years
over 45 years
2. The Levels of Investor Expertise: Which are you?
Beginner Investor
Intermediate Investor
Advanced Investor
Professional Investor
Other
3. What motivates you to invest in the stock market?

4. What factors do you consider when making investment decisions in the stock market?
Risk tolerance
Investment time horizon
Market trends
Fundamentals of the investment
Fees and charges
Liquidity
Professional advice
Other
5. How would you describe your risk tolerance when it comes to investing in stocks?
Moderate
Low
High
6. How do you handle market volatility and fluctuations in the stock market?
Stay calm and stick to the long-term plan
Make changes to the investment strategy
Take quick actions to mitigate losses
Seek advice from financial experts
Other
7. Are you influenced by social media or news when making investment decisions?
Yes
No
Sometimes
8. How do you feel when the stock market experiences volatility?
Indifferent
Excited
Nervous
Other
9. What information sources do you rely on when making stock investment decisions?
Company reports and filings
Blogs and forums
Expert financial advisors
Financial news websites
Other
10. Do you consider past investment successes or failures when making new investment decisions?
Yes
No
Sometimes
11. What impact does market sentiment have on your investment decisions?
12. How do you evaluate the potential of a stock before investing?
Technical analysis
Fundamental analysis
Both
Other
13. Do you set goals before entering the investment market? If so, what kind? If no, how long do you wait or what would have to happen before you leave the market?

14. FOMO (Fear Of Missing Out) involves buying everything that goes up, even if the asset is clearly overvalued or its value is purely speculative. Research shows that, unfortunately, in the case of irrational price increases, sooner or later they are corrected, as a result of which many investors suffer severe losses. Do you agree with this? Please justify your statement.

This content is neither created nor endorsed by Microsoft. The data you submit will be sent to the form owner.
Microsoft Forms


Age / The level of investor expertise

<	30 years	
Beginner Investor	Intermediate Investor	Advanced Investor	0.38	30-45 years	
Beginner Investor	Intermediate Investor	Advanced Investor	0.12	0.14000000000000001	>	45 years	
Beginner Investor	Intermediate Investor	Advanced Investor	0.02	0.08	0.26	


Investment time horizon	Market trends	Professional advice	Fundamentals of the investment	Risk tolerance	Fees and charges	Liquidity	Others	0.54	0.68	0.24	0.6	0.28000000000000003	0.08	0.06	0.02	


Stay calm and stick to the long-term plan	Begginer Investor	Intermediate Investor	Advanced Investor	0.16	0.16	0.2	Make changes to the investment strategy	Begginer Investor	Intermediate Investor	Advanced Investor	0.26	0.06	Take quick actions to mitigate losses	Begginer Investor	Intermediate Investor	Advanced Investor	0.1	Other	Begginer Investor	Intermediate Investor	Advanced Investor	0.06	



Beginner Investor	Yes	No	Sometimes	Indifferent	Nervouse	Excited	44	2	6	0	28	4	20	Intermediate Investor	Yes	No	Sometimes	Indifferent	Nervouse	Excited	12	10	0	22	Advanced Investor	Yes	No	Sometimes	Indifferent	Nervouse	Excited	8	4	14	0	26	Professional Investor	Yes	No	Sometimes	Indifferent	Nervouse	Excited	0	



YES	Begginer Investor	Intermediate Investor	Advanced Investor	0.12	0.18	0.26	Sometimes	Begginer Investor	Intermediate Investor	Advanced Investor	0.4	0.04	
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