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Abstract

Title of Thesis : Cognitive Biases of Investors: Theory, Introspection and Treatment
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Abstract :

The research paradigm of decision making has shifted from normative to descriptive
approach. Violations of rationality would no longer be viewed as random anomalies,
and could be ignored; instead, heuristics and biases were proposed to explain the
systematic occurrences of anomalies. Besides traditional mathematical finance,
behavioral finance has emerged as a new discipline to explain investors’ behavior. By
trading journal and interviewing investors, this research intends to help them be aware
of their "bugs" of cognitive biases and heuristics which may hinder investing
performance. Being aware of its existence is the first step of "debugging" cognitive
biases. Finally, we propose that behavior therapy, such as REBT, observational learning,
investment coaching, psychological counseling could be used as feasible ways to

correct or eliminate these biases.
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