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ABSTRACT 

Although finance has been studied for thousands years, behavioral finance which considers 
the human behaviors in finance is a quite new area. Behavioral finance theories, which are 
based on the psychology, attempt to understand how emotions and cognitive errors 
influence individual investors’ behaviors (investors mentioned in this study are refered to 
individual investors). 

The main objective of this study is exploring the behavioral factors influencing individual 
investors’ decisions at the Ho Chi Minh Stock Exchange. Furthermore, the relations 
between these factors and investment performance are also examined. As there are limited 
studies about behavioral finance in Vietnam, this study is expected to contribute 
significantly to the development of this field in Vietnam.  

The study begins with the existing theories in behavioral finance, based on which, 
hypotheses are proposed. Then, these hypotheses are tested through the questionnaires 
distributed to individual investors at the Ho Chi Minh Stock Exchange. The collected data 
are analyzed by using SPSS and AMOS soft wares. Semi-structured interviews with some 
managers of the Ho Chi Minh Stock Exchange are conducted to have deeper understanding 
of these behaviors. 

The result shows that there are five behavioral factors affecting the investment decisions of 
individual investors at the Ho Chi Minh Stock Exchange: Herding, Market, Prospect, 
Overconfidence-gamble’s fallacy, and Anchoring-ability bias. Most of these factors have 
moderate impacts whereas Market factor has high influence.  

This study also tries to find out the correlation between these behavioral factors and 
investment performance. Among the behavioral factors mentioned above, only three factors 
are found to influence the Investment Performance: Herding (including buying and selling; 
choice of trading stocks; volume of trading stocks; speed of herding), Prospect (including 
loss aversion, regret aversion, and mental accounting), and Heuristic (including 
overconfidence and gamble’s fallacy). The heuristic behaviors are found to have the highest 
positive impact on the investment performance while the herding behaviors are reported to 
influence positively the investment performance at the lower level. In contrast, the prospect 
behaviors give the negative impact on the investment performance.  

Keywords: “Behavioral finance”, “Vietnam”, “Ho Chi Minh Stock Exchange”, 

“Behavioral factors influencing investors’ decisions”, “Investment performance”. 
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GLOSSARY 
 

Behavioral Finance:  Theories, which are based on the psychology, attempt to 
understand how emotions and cognitive errors influence investors’ 
behaviors. 

Heuristics: Heuristics are defined as the rules of thumb, which makes decision 
making easier, especially in complex and uncertain environments 
by reducing the complexity of assessing probabilities and 
predicting values to simpler judgments. There are four components 
of heuristics: representativeness, availability bias, anchoring, and 
overconfidence.  

Prospect: Prospect theory focuses on subjective decision-making influenced 
by the investors’ value system. Prospect theory describes some 
states of mind affecting an individual’s decision-making processes 
including: regret aversion, loss aversion, and mental accounting  

Market: Financial markets can be affected by investors’ behaviors in the 
way of behavioral finance. If the perspectives of behavioral finance 
are correct, it is believed that the investors may have over- or 
under-reaction to price changes or news; extrapolation of past 
trends into the future; a lack of attention to fundamentals 
underlying a stock; the focus on popular stocks and seasonal price 
cycles.  

Herding: Herding effect in financial market is identified as tendency of 
investors’ behaviors to follow the others’ actions. In the 
perspective of behavior, herding can cause some emotional biases, 
including conformity, congruity and cognitive conflict, the home 
bias and gossip. Investors may prefer herding if they believe that 
herding can help them to extract useful and reliable information. 

Investment 
Performance: 

This research asks the investors to evaluate their own investment 
performance. In more details, the return rate of stock investment is 
evaluated by asking investors to compare their currently real return 
rates to both their own expected return rates and the average return 
rate of the security market. Besides, the satisfaction level of 
investment decisions is proposed in this research as a criterion to 
measure the investment performance.  
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CHAPTER 1: INTRODUCTION 

1.1. Problem background 

Stock market is a market where stocks are bought and sold (Zuravicky, 2005, p.6). In an 
economy, beside playing the role of a source for financing investment, stock market also 
performs a function as a signaling mechanism to managers regarding investment decisions, 
and a catalyst for corporate governance (Samuel, 1996, p.1). However, stock market is best 
known for being the most effective channel for company’s capital raise (Zuravicky, 2005, 
p.6). People are interested in stock because of “long-term growth of capital, dividends, and 
a hedge against the inflationary erosion of purchasing power” (Teweles & Bradley, 1998, 
p.8). The other feature that makes the stock market more attractive than other types of 
investment is its liquidity (Jaswani, 2008). Most people invest in stocks because they want 
to be the owners of the firm, from which they benefit when the company pay dividends or 
when stock price increases (Croushore, 2006, p.186). However, many people buy stocks for 
the purpose of control over the firms. Regularly, shareholders need to own specific amount 
of shares to be in the board of directors who can make strategic decisions and set directions 
for the firms.  

Tracing back to the past, financial activities relating to stock market seemed to exist in 
ancient civilization. The Roman became the pioneer in establishing corporative 
organizations, of which capital was raised by selling shares into the public, for bidding 
government contracts in the second century BC (Sobel, 2000, p.3; Smith, 2004, p.10). The 
place for trading in Rome was near the Temple of Castor, which was called Forum (Smith, 
2004, p.10). The Forum was said to be regarded as an immense stock exchange where 
people bought and sold not only shares, bonds but also various goods for cash (Smith, 
2004, p.11). By 1000, although some share-holding firms were held in Europe resembling 
old Roman companies, sole proprietorship was preferred (Sobel, 2000, p.3). By the 
fifteenth century, the first brokers appeared (Sobel, 2000, p.4). During this period, Rialto 
Bridge of Venice was the business center for Europe (Sobel, 2000, p.3-4). The commercial 
revolution during the sixteenth, seventeenth and eighteenth century was the impetus for the 
boom and bust in hundreds of joint-stock ventures (Sobel, 2000, p.5). The first active 
market was held in Antwerp and then in Amsterdam in the sixteenth century, which was the 
financial center of northern Europe (Smith, 2004, p.15-16). London Stock Exchange was 
formed in 1801 by brokers and dealer (Smith, 2004, p.48). In America, a place for trading 
slaves and corn was first held by a group of merchants in 1752, and then a formal market 
was established at the foot of Broad Street and later in Fraunces Tavern (Sobel, 2000, p.15). 

Nowadays, the stock markets are classified into three types: developed (such as the USA, 
the UK, Japan, EU…), emerging (such as Mexico, China, India…) and frontier or pre-
emerging (such as Vietnam, Estonia, Kenya…) due to the quality of markets criteria 
(FTSE, 2011, p.2). The USA is the most world-scale powerful economy, which has strong 
impacts on global security markets (Reza, Zamri & Tajul, 2009, p.335). Reza, Zamri and 
Tajul (2009, p.336) stated that Asian stock markets tend to fall into the control of the New 



 

Page | 2  

 

York index on a day-to-day basis. Whereas, Patricia and Oluwatobi (2005, p.116) found 
that the major stock markets of the world including the US, the UK and the EU, are 
converging at least over the long-term period, although, the US and the UK stock markets 
seem to be less bound to a common trend. In other words, the influence and the dependence 
of stock markets on the others are relatively high. Therefore, the global issues such as: 
terrorist movements, energy crisis, natural calamity have had a great influence on the 
volatility of all security markets around the world, specifically in the USA, the UK and 
Japan (Fernandez, 2006, p.97).  

It is possible to consider stock market as the yardstick for economic strength and 
development. Thus, the movement of stock market trend represents the economic health of 
an economy. The rise in share price tends to be associated with the increase in investment, 
which leads to the higher growth rate of a company in specific and an economy in general 
(Jaswani, 2008). Stock market affects economy through its liquidity (Levine & Zervos, 
1996, p.326). It is believed that firms may require long-term capital while investors do not 
intend to lose relinquish control over their savings for such a long time (Levine & Zervos, 
1996, p.326). Liquidity allows investors to trade stocks easily and quickly while firms still 
have permanents use of capital for stable development (Levine & Zervos, 1996, p.327; 
Levine, 1991, p.1446; Bencivenga, Smith & Starr, 1996, p.241). Furthermore, through risk 
diversification, stock market may influence economic growth by shifting investments into 
higher-return projects (Levine & Zervos, 1996, p.327; Saint-Paul, 1992, p.764-765; 
Devereux & Smith, 1994, p.535; Obstfeld, 1994, p.1310). Besides, stock market promotes 
the acquisition of firms’ information, from which investors may benefit before the 
information is spread widely and prices change (Levine & Zervos, 1996, p.327). Thus, 
investors are supposed to research and monitor firms closely (Levine & Zervos, 1996, 
p.327; Grossman & Stiglitz, 1980, p.393; Holdmstrom & Tirole, 1993, p.678). 
Additionally, stock market may push the development of an economy through efficient 
allocation of resources and better utilization of resources (Supat, 1998, p.14). Through 
stock market, savings flow from investors to the production of goods and services. 
Moreover, stock market helps agents to rearrange their portfolios quickly (O'Donnell, 2002, 
p.6). Thus, the importance and influence of stock market on the development of an 
economy cannot be denied.  

The purposes of building Vietnam Stock market are not out of those mentioned above. As 
mentioned in the document namely “A Look Back on 10 Years of Building and 
Development” of the Ho Chi Minh Stock Exchange (HOSE), Vietnam Government 
advocated establishing the stock market in order to support enterprises to raise long-term 
capital for production and trading (HOSE, 2010, p.5). However, at the time of 
establishment, stock market was still something so strange and vague to most of 
Vietnamese people (HOSE, 2010, p.5). Thus, building the stock market seems to start from 
scratch with insufficient legal foundation, simple trading system and very few security 
companies and limited kinds of securities (HOSE, 2010, p.7). At the establishment stage, in 
2000, Vietnam stock market had only 2 listed companies and 4 security companies. Having 
passed so many ups-and-downs, currently, it has two trading centers; one of them is Ho Chi 
Minh Stock Exchange for companies with capital from VND 80 billion. By March 2011, 
the HOSE has about 102 member security companies, with the listed shares as shown in 
Table 1.1. However, in comparison to foreign stock markets, Vietnam stock market appears 
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to be much smaller in terms of scale and maturity. This research focuses on the HOSE 
development, which is evaluated through its VN-Index. 

  ALL STOCKS OTHERS  
Total Listed Shares(1 share) 337 283 54 

Percent (%) 100 84 16 

Listed Volume(1000 shares) 13,128,733 12,758,232 370,500 

Percent (%) 100 97 3 

Listed Value (mil. EUR) 4,689 4,253 436 

Percent (%) 100 91 9 

Table 1.1. The listing scale in the HOSE as of March 2011 (Source: www.hsx.vn) 

Although Ho Chi Minh stock market has been developed significantly in both the number 
of listed stocks and transaction value for 11 years, the price movement seems to fluctuate 
unpredictably over different periods (Figure 1.1) and the understanding about individual 
investors’ behaviors and the behavioral factors affecting their investment decisions is very 
limited. Behavioral factors are psychological factors including emotions and cognition, 
which play a significant role in investors’ decision-making process (Waweru, Munyoki &. 
Uliana, 2008, p.24). The development of Ho Chi Minh stock market affected by investors’ 
decisions can be summarized in important periods listed below.  

Starting at 100 points in July 2000, after 1 year, at June 2001, VN-Index was fivefold and 
reached the peak at 571 points. Investors were too excited and dreamed of earning money 
quickly that the demand rose significantly while there were only few listed stocks in the 
market (Huy, 2010). However, it was the lack of knowledge and mentality of investors as 
well as insufficient support from the authorities that made the VN-Index to go down non-
stop to the bottom at 139 points in March 2003 (Huy, 2010). Investors who joined the 
market in this period and could not jump out quickly had to face the financial difficulty due 
to the huge loss of assets. 

The stock market then seemed to fall in hibernation status until 2005 and actually woke up 
in 2006. The boom started in the second half of 2006 and rocketed up to 1170 points in 
March 2007 and fluctuated around 1000 points until October 2007. The Ho Chi Minh stock 
market had never been “hotter” than that time. However, VN-Index went to decline stage 
after being pushed up to the peak. Ho Chi Minh stock market experienced a gloomy year in 
2008 and VN-Index only stopped decreasing in February 2009 at 235 points (Huy, 2010). 
The sharp decline of the VN-Index was affected by various factors such as tightening of 
monetary policies, especially lending for stock investment, high deposit interest rates, high 
inflation rate, and a recession of the US economy. Lack of timely intervention of authorities 
was also a reason why VN-Index fell dramatically (Vo and Pham, 2008, p.15). From 2009 
to the first quarter of 2011, VN-Index continued to undergo many ups-and-downs: reaching 
another peak at 633 points in October 2009, bottom at 425 points in November, 2010. 
However, it seemed to fluctuate around 500 points and no significant amplitude was found.  
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Figure 1.1. VN Index from 2000 to 2011 (Source: www.cafef.vn) 

After 11-year growth of Ho Chi Minh stock market, Vietnamese investors’ decisions are 
still difficult for financial analysts to understand. Many comments and recommendations 
given by security companies or even global financial organizations did not match with what 
has really happened. At the early of 2008, when VN-Index was standing at around 830 
points, Yoong, the analysis manager of Mekong Securities was confident to assert that VN-
Index would go up to 1140 point in 2008 (Tu, 2008). Publishing the same opinion, HSBC 
and many security companies affirmed that VN-Index would be likely to reach 1,100 point 
by the end of 2008 (HSBC, 2007). Belief in the growth of stock market did not help these 
analysts to save the VN-Index from remarkable declination. In a forecast at the early of 
2009, HSBC predicted that 2009 would be another difficult year and the Ho Chi Minh 
stock market would be volatile with some large up and down swings, but end up at the 
same level as 2008, around 316 points (HSBC, 2009). This forecast is not accurate as at the 
end of 2009, VN-Index was 1.5 times more than that of 2008. Therefore, it is possible to 
state that the forecast methods based on the conventional financial theories are not suitable 
for Ho Chi Minh stock market in this context. These theories assume that investors 
rationally maximize their wealth by following basic financial rules and making investment 
decision on the risk-return consideration. However, level of risk acceptance of the investors 
depends on their personal characteristics and attitudes to risk (Maditinos, Sevic & Theriou, 
2007, p.32). It is, therefore, necessary to explore behavioral factors that impact on the 
decision-making process of individual investors in the current Ho Chi Minh stock market to 
help the investors as well as security companies raise better predictions and decisions for 
their business. Behavioral finance can be helpful in this case because it is based on 
psychology to explain why people buy or sell stocks (Waweru et al., 2008, p.25). 

Many researchers consider behavioral finance as good theory to understand and explain 
feelings and cognitive errors affecting investment decision-making (Waweru et al., 2008, 
p.25). Supporters of behavioral finance believe that the study of social sciences such as 
psychology can help to reveal the behaviors of stock market, market bubbles and crashes 
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(Gao and Schmidt, 2005, p.37). There are two reasons why behavioral finance is important 
and interesting to be applied for Vietnam stock market. Firstly, behavioral finance is still a 
new topic for study. Until recently, it is accepted as a feasible model to explain how 
investors of financial markets make decisions and then these decisions influence the 
financial markets (Kim and Nofsinger, 2008, p.1). Secondly, due to some evidences – 
subjective, academic, and experimental – it is concluded that Asian investors, included 
Vietnamese, usually suffer from cognitive biases more than people from other cultures 
(Kim and Nofsinger, 2008, p.1). Therefore, the consideration of the factors influencing the 
Vietnamese investors’ decision-making process cannot ignore the behavioral elements. 
Behavioral finance studies have been carried out popularly in developed markets of Europe 
and the USA (Caparrelli, Arcangelis & Cassuto, 2004, p.222–230; Fogel & Berry, 2006, p. 
107–116, and many others) as well as in emerging and frontier markets, for example 
Malaysia and Kenya (Lai, 2001, p.210–215 ; Waweru et al., 2008, p.24-41). However, the 
number of studies using behavioral finance for frontier and emerging markets is much 
fewer than for developed markets. In this study, behavioral finance is used for Vietnam 
security market, a pre-emerging stock market of South Asia, to recognize the driven factors 
of individual investors’ behavior. The authors hope that this study can enrich the number of 
studies using behavioral finance for less developed security markets such as Vietnam. 

1.2. Problem statement 

Due to the positive correlation between stock market and economy, the rise of stock market 
will positively affect the development of the economy and vice versa. Thus, the decisions 
of investors on stock market play an important role in defining the market trend, which then 
influences the economy. To understand and give some suitable explanation for the 
investors’ decisions, it is important to explore which behavioral factors influencing the 
decisions of individual investors at the Ho Chi Minh Stock Exchange and how these factors 
impact their investment performance. It will be useful for investors to understand common 
behaviors, from which justify their reactions for better returns. Security organizations may 
also use this information for better understanding about investors to forecast more 
accurately and give better recommendations. Thus, stock price will reflect its true value and 
Ho Chi Minh stock market becomes the yardstick of the economy’s wealth and helps 
enterprises to raise capital for production and expansion.  

1.3. Research objectives and questions 

In the clearer statement, the research focuses on achieving the following objectives: 

• Applying the behavioral finance to identify the possible behavioral factors 
influencing the investment decisions of individual investors at the HOSE. 

• Identifying the impact levels of behavioral factors on the investment decisions and 
performance of individual investors at the HOSE. 

• Giving some recommendations for individual investors to adjust their behaviors to 
achieve good investment results. 

• Setting the backgrounds for further researches in behavioral finance in Vietnam.  
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To get the research objectives, some questions are raised for the authors during the study. 
The study is done through answering these following questions: 

• What are the behavioral variables influencing individual investors’ decisions at the 
Ho Chi Minh Stock Exchange and which factors do they belong to? 

• At which impact levels (if any) do the behavioral factors influence the individual 
investors’ decisions at the Ho Chi Minh Stock Exchange? 

• At which impact levels (if any) do the behavioral factors influence the investment 
performance of individual investors at the Ho Chi Minh Stock Exchange? 

1.4. Significances of the research 

To the individual investors: The research is a good reference of stock-investment behavior 
for the investors to consider and analyze the stock market trend before making suitable 
decisions of investment. 

To the security organizations: The research provides them with a good background for 
their prediction of future stock-market trend and giving more reliable consultant 
information to the investors. 

To the field of behavioral finance: The concepts of behavioral finance are relatively new 
in comparison to other financial theories. In developed security markets, behavioral finance 
is applied widely to explore the behaviors that impact the investment decisions; however, as 
mentioned above, behavioral finance has the limited number of application for less 
developed security markets. This study is done with hope to confirm the suitability of using 
behavioral finance for all kinds of stock markets. 

To the authors: The research provides a good chance for the authors to understand more 
theoretically and practically about the stock market as well as the theories of behavioral 
finance. 

1.5.   Delimitations of the research 

Due to the time constraint, the research focuses only on the behaviors of individual 
investors at the Ho Chi Minh Stock Exchange. It is necessary to have further research for 
both security Units of Vietnam (Ho Chi Minh and Hanoi) to have a total picture of Vietnam 
stock market. Besides, the behaviors of institutional investors, such banks, and security 
companies and so on, should also be explored to have more reliable information about the 
impacts of financial behaviors on the Vietnam security market. 

1.6.  Structure of the study 

The thesis consists of eight chapters as shown in the Table of Contents. To help the readers 
easy to follow the whole research, a study structure is drawn as the following figure: 
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CHAPTER 2: RESEARCH METHODOLOGY 

2.1 Introduction 

The research methodology, based on which this research is done, is adopted from the 
research “onion” proposed by Saunders, Lewis and Thornhill (2009, p.108), which 
summaries necessary questions researchers should answer when conducting a research 
starting with research philosophy, following with research approaches, research strategies, 
research choice, time horizons and techniques and procedures for data collection and 
analysis. This chapter focuses on the research philosophy as well as the research type, 
research approach, and research strategy, which is summaried in the Figure 2.1. 

 

Figure 2.1. Research methodology adopted from the “Research Onion” (Source: 
Saunders, et al. (2009, p.108) 

2.2 Research philosophy 

Research is conducted based on the reasoning (theory) and observation (data or 
information), thus, research philosophy helps to clarify the research design, research 
approach as well as the data collection and analysis (Blumberg, Cooper & Schindler, 2005, 
p.18). When discussing about the research philosophy, ontology, epistemology and 
axiological are three main aspects that should be considered. While ontology concerns with 
the nature of reality, epistemology refers to what constitutes acceptable knowledge, and 
axiological is concerned with the role of values (Collis & Hussey, 2009, p.59).  

Philosophies
Objectivism (ontology) & 
positivism (epistemology)

Approaches: Deductive

Research types: Exploratory & 
Explanatory

Strategies: Mixed methods

Data collection and analysis
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2.2.1 Ontological assumption 

This research is characterized by an objectivist approach regarding ontological 
consideration. Objectivism asserts that social reality is external to the researchers, thus it is 
independent of researchers’ mind. Moreover, social phenomena and their meanings exist 
independent of social actors (Sarantakos, 1998, p.40; Bryman & Bell, 2007, p.22). As this 
study’s goal is exploring what affects investors’ decisions in stock market, which are 
considered as outside of the researchers’ mind and external to the researcher, objectivism is 
more suitable than constructionism. Constructionism or subjectivism states namely that 
social entities are constructed and malleable, hence, it is necessary to explore the subjective 
meanings motivating the actors in order to understand their behaviors and what works 
behind those actions (Saunders et al., 2009, p.111). Within this research, all the factors 
influencing investors’ decisions are considered as unique and already existing “out there” 
and the goal is to study them.  

2.2.2 Epistemological assumption 

Regarding epistemological assumption, this study stands more on the positivism position as 
it aims at finding the factors influencing investor’s decisions, from which synthesize the 
general rule in order to generalize for the whole population, rather than try to explain and 
interpret the meanings of such decisions. In fact, epistemology reflects the procedure that 
should be taken and the principles that should govern the study of reality with two opposite 
positions: positivism and interpretivism. Positivism is adopted from the natural science the 
use of natural science’s methods in studying social reality (Bryman & Bell, 2007, p.16). As 
positivism stands on the view of natural science, it is emphasized that reality exists 
objectively out there (Blumberg et al., 2005, p.18-19; Sarantakos, 1998, p.40). Saunder et 
al. stress that only following the scientific methods of testing hypotheses developed from 
existing theories that people can get knowledge about social entities (Saunder et al., 2009, 
p.111). The purpose of positivism is to produce general laws for behavior prediction 
(Fisher, 2010, p.19), which is consistent with the goals of understanding the investors’ 
behaviors for generalization and prediction. Researchers are expected to be neutral to the 
object of the study, which promotes the value-free manner in data collection and analysis. 
In another words, the researchers do not affect or be affected by the subjects of the research 
(Saunders et al., 2009, p.114; Blumberg et al., 2005, p.18-19). For all the reasons stated 
above, positivism is preferred in this research. As self-completion questionnaire with 
structured questions is employed, the research is taken in a very neutral manner. 
Respondents are not affected by the researchers and vice versa. All the assumptions and 
hypotheses as well as the structure of the questions used in the questionnaire and interviews 
are defined based on the existing theories and researches. The hypotheses are then tested 
through data collected from the survey, which is consistent with what positivism suggests.  

Nonetheless, some interviews with managers of the HOSE are conducted to have some 
insights into investors’ behaviors, which have some relations with interpretivism in the way 
of understanding the social world from the viewpoint of social actors, who are part of it 
(Saunders et al., 2009, p.116).  
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2.3 Research approach 

In general, theory is built and tested based on two different approaches: induction and 
deduction. When deductive approach is employed, researchers start with the existing theory 
and logical relationships among concepts, and then continue to find empirical evidences. In 
contrast, in inductive research, theory is developed from the observations of empirical 
reality and researchers infer the implications of the findings for the theory that prompted 
the research (Ghauri & Gronhaug, 2010, p.15-16; Saunder et al., 2009, p.124-126; 
Blumberg et al., 2005, p.22-24; Bryman & Bell, 2007, p.11).  

In this study, exploring the behavioral factors influencing the decision making of investors, 
which are already “out there”, is the main aim, instead of inferring and building theory, 
deduction approach seems to be the most appropriate choice. The study starts with 
reviewing the behavioral finance theories in general and in stock market in particular, to get 
the theoretical and conceptual context as well as empirical findings of previous researches, 
from which the research model and hypotheses are proposed. Then, the questions used in 
interviews and questionnaires are prepared. This process is quite consistent with deductive 
approach which emphasizes that researchers may know how the world operates, thus using 
this approach to examine these ideas against “hard data” (Neuman & Kreuger, 2003, p.53). 
The hypotheses are tested through data collection and analysis. Comparison between the 
results of the research and the existing theories is made to find out the differences. 
Deductive approach is usually associated with quantitative researches, which involve 
collecting of quantitative or quantifiable qualitative data and analyzing statistical methods, 
which is also compatible with quantitative research strategies. In contrast, inductive 
approach is a process of inducting general explanation from particular phenomenon. The 
role of inductive research is building theory and typically associated with qualitative 
methods using interpretative methods (Bryman & Bell, 2007, p.11-13).  

As these two approaches diverged, it is better to determine clearly which approach is 
appropriate although sometimes, it is impossible to clear-cut the boundary, which results in 
the combination of both, so-called abduction. The comparison between steps of deductive 
and inductive process is explained in Figure 2.2.  
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Figure 2.2. Steps in Deductive and Inductive Process (Source: Bryman & Bell, 2007, 
p.11-13) 

2.4 The type of research 

The research questions can result in either exploratory, explanatory or descriptive answers 
(Saunders et al., 2009, p.138). Exploratory study described by Robson (2002, p.59) as an 
effective mean to find out what is happening and to seek new insights. It is useful for 
clarifying an unsure problem (Blumberg et al., 2005, p.132; Saunders et al., 2009, p.139; 
Ghauri & Gronhaug, 2010, p.56). Thus, this type of research is the best choice fitting the 
goal of exploring the behavioral factors influencing individual investors at the Ho Chi Minh 
Stock Exchange, which seems to be studied by only a very few of earlier researchers. This 
field of study has been existed for over two decades but is quite new to Vietnam stock 
market. Thus, most of people have very limited understandings about it, and in this case, 
exploratory research may help to understand it. Existing literature is made use to propose 
some hypotheses about investors’ behaviors at the Ho Chi Minh Stock Exchange and these 
hypotheses are tested by collecting data through self-completion questionnaires.  

Beside exploratory study, there are also two other types namely descriptive and explanatory 
study. Descriptive research concerns with finding out “who, what, where, when or how 
much” whereas explanatory or causal study concentrates on finding the cause and effects of 
one variable on others (Blumberg et al., 2005, p.130). As this study attempts to explain 
investors’ behaviors by interviewing some managers of the HOSE, it can be considered as a 
combination of both explanatory and exploratory while description is not suitable.  
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2.5 Research strategy 

Research strategy can be understood as the orientation for conducting the research 
practically. Depending on the extent of existing knowledge, available resources, and the 
philosophical underpinnings, researchers can employ quantitative or qualitative strategy.  

This research is conducted based on mixed methods but focusing more on quantitative 
research strategy. As quantitative research often entails with objectivism, positivism and 
deductive approach (Collis & Hussey, 2009, p.58; Bryman & Bell, 2007, p.154), it is totally 
consistent with the chosen ontological and epistemological approaches described in the 
previous sections. In addition, quantitative is usually associated with studying behaviors 
rather than meanings, which is in line with the topic of behavioral finance. Furthermore, the 
main aim is exploring the factors that affect investors’ decisions which may be only done 
effectively by employing quantitative research since quantitative research is designed for 
identification and description of variables in order to establish the relationship between 
them (Garner, Wagner & Kawulich, 2009, p.62). In order to achieve the valid results, the 
reliable and generalizable, adequate sample size is chosen through the questionnaire. 
Moreover, quantitative strategy allows us to analyze the result by using statistical methods 
especially with computer aids. The vast majority of qualified researches published in 
leading journals employed quantitative strategy with advanced statistical models and 
computer-aided data analysis (Sarantakos, 1998, p.42). 

Nonetheless, quantitative research focuses on the numbers and statistics; in a sense, it loses 
the ability to distinguish people and institutions. Since it is scientifically proved, 
quantitative research is considered superficial and cannot directly connect life and research 
(Sarantakos, 1998, p.43; Bryman & Bell, 2007, p.174-175). Thus, in order to understand 
the result deeply, both quantitative and qualitative methods are used. After having the result 
from collected questionnaires, this study continues with some interviews with some 
experts, which can be considered as qualitative method to obtain deeper data through words 
to understand more about the investors’ behaviors and the reasons behind such decisions.  

Both quantitative and qualitative researches have their own advantages and disadvantages. 
In this research, mixed methods are chosen to benefit from the advantages and minimize 
the disadvantages. According to Bryman and Bell (2007, p.648), when mixed methods are 
employed, the researchers can start with either quantitative method or qualitative method. 
Qualitative method can set hypotheses, which can be tested later by quantitative method or 
on the other hand, quantitative method can prepare the ground for qualitative one (Bryman 
& Bell, 2007, p.649). In this study, as hypotheses can be built based on the existing 
behavioral finance theories, quantitative method is used first to test these hypotheses and 
then qualitative method is made used to analyze the result deeper. Since behavioral finance 
is a quite complicated field, the findings of this filed need to employ the involvement of 
financial experts to have appropriate explanations.  
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2.6 Choice of theory 

The literature refers to all sources of data, which are relevant to a particular topic. A 
literature search is said to be a systematic process for indentifying the existing knowledge 
about a specific topic (Collis & Hussey, 2009, p.91). Literature plays an important role in 
providing researchers the theoretical and conceptual context of the study, from which 
researchers can justify the research questions (Bryman & Bell, 2007, p.94). By reviewing 
the existing literature, researchers know what is already known about the area of interest 
including the consensus, controversies, inconsistent findings or unanswered research 
questions, so that they will not fall in the situation of reinventing the wheel, from which 
researchers can choose the theories that are best relevant to their research area (Collis & 
Hussey, 2009, p.91; Bryman & Bell, 2007, p.95; Blumberg et al., p.155-156). The more 
appropriate theories are selected, the better research can be carried out.  

The main literature sources are scientific articles and books on behavioral finance and 
methodology. The database of Umea University and academic search engines such as 
Google Scholar, websites of national and international professional bodies and other 
authoritative sources are made use to find scientific literature. This type of sources is 
considered more reliable than open resources such as Wikipedia (Collis & Hussey, 2009, 
p.93). This study follows the procedure for a systematic literature search of Collis and 
Hussey, beginning with drawing the list of sources, then, defining the scope of research 
(Collis & Hussey, 2009, p.93). Initially, the goal is exploring all the factors influencing 
decisions of individual investors at the Ho Chi Minh Stock Exchange including behavioral 
and economic factors. However, it is such a wide area so the aim is narrowed to focus on 
behavioral finance. Various key words are used for finding the most relevant literatures. 
Both single key words and combined key words are utilized to narrow the results. Finally, 
only literature from credible sources that is relevant to this topic is chosen. Then, the 
process continues with classifying the scientific articles, reading the abstracts of the 
relevant articles and acquiring further information, beginning with the most recent 
published ones. The process of searching literature is continued throughout this research. 
Below are the key words for searching literature in behavioral finance and the number of 
hits using the database of Umea University. 

Key words Number of hits 
Stock market 85,472 
Security market 51,384 
Prospect theory 1,561 
Heuristic theory 1,260 
Behavioral finance 628 
Investment performance 215 
Vietnam stock market 85 
Herding factors 35 
Factors influence investors behaviors 13 
Behavioral finance in Asia 5 

Table 2.1. Key words for searching literature sources (Source: The authors) 
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2.7 Criticism of theory 

Stock market has been developed for thousands of years with various studies including 
theoretical and empirical researches. Thus, with key word “stock market”, over 85 
thousands hits are received, and with key word “security market”, over 51 thousands of 
results are found. However, when it comes to behavioral finance and relating phenomena, 
there are fewer studies since behavioral finance phenomena was first introduced just about 
two decades ago. Especially, studies on behavioral finance in Asian markets are rarely 
found. Despite much effort to find researches about behavioral finance in Vietnam, only a 
very limited number of articles from internet and the databases of the library of Umea 
University can be found. This may be the result of poor Vietnamese systematic scholar 
database or this field is not paid attention in such pre-emerging stock market as Vietnam. 
Furthermore, articles of Vietnamese authors are often not cited accurately and lack of 
supportive empirical evidences or deep analysis, which makes us difficult to find credible 
information. In addition, it is important to note that although this research aims at finding 
the correlation between behavioral factors and investment performance, there are very few 
studies about this relationship can be found. 

Most of literature supporting for this study are based on articles coming from journals in 
financial area including “Journal of Behavioral Finance”, “Journal of Finance”, “Journal of 
Behavioral Decision Making”, “Journal of Economic Behavior & Organization”, “Pacific-
Basin Finance Journal”, “Journal of Psychology and Financial Markets”, “International 
Review of Finance”, “Journal of Business Finance & Accounting”, “Financial Analysts 
Journal”. Among these journals, “Journal of Behavioral Finance” seems to be the most 
useful source with various articles relevant to the topic.  

Although there are many writers contributing to the development of behavioral theory, 
Kahneman and Tversky (1974, 1979) seem to be ones of the earliest writers who set the 
foundation for behavioral finance with the study about heuristics and biases as well as 
prospect theory. Some other writers also have much contribution to behavioral finance are 
Odean (1998a, 1998b, 1999), Barber and Odean (2000, 2001, 2002), Barberis and Thaler 
(2003), Baberis and Huang (2001), DeBondt and Thaler (1985, 1995), Kahneman and 
Tversky. However, as mentioned about, there are only few studies about Asian countries 
can be found, some of them belongs to Kim and Nofsinger (2003, 2008), Yates, Lee and  
Bush (1997), Lai (2001), Lin (2003).  
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CHAPTER 3: LITERATURE REVIEW 

3.1 Introduction 

This Chapter aims at reviewing the related literatures of behavioral finance. Firstly, some 
backgrounds of behavioral finance are presented such as a comparison between traditional 
finance and behavioral finance as well as behavioral finance in Asia. Secondly, the 
important theories of behavioral finance (heuristic, prospect, market, and herding) are 
included to have an overall picture of this field and its impacts on the investment decisions 
and performance. Finally, a research model with hypotheses is proposed to follow during 
the research. The outline for literature review can be described as the following figure: 

 

 

 

 

 

 

 

 

 

 

Figure 3.1. The Literature Review Outline (Source: the authors) 

3.2 Traditional finance theory versus behavioral finance 

In an ideal framework, a security’s price equals its “fundamental value” as frictions do not 
exist and agents seem to be rational. The fundamental value is said to be the “discounted 
sum of expected future cash flows”, in the context that investors are able to process all 
available information accurately and the discount rate is consistent with the accepted 
preference specification (Barberis & Thaler, 2003, p.1054). The Efficient Markets 
Hypothesis (EMH), which supports the opinion that actual prices reflect fundamental 
values, affirms that prices are right as they are determined by agents, who are sensible 
preferences and understand Bayes’ law, which relates to conditional probabilities (the 
probability of an event given by another one). Moreover, efficient market is the market 
where average returns cannot be greater than what are warranted for its risk despite 
whatever investment strategy is applied (Barberis & Thaler, 2003, p.1054). According to 
EMH, although not all investors are rational, the markets are assumed to be rational. 

LITERATURE REVIEW 

RESEARCH MODEL 

Behavioral 
Finance vs 
Traditional 

Finance 

Behavioral 
Finance in 

Asia 

Behavioral Factors 
affecting the 
Investment 
Decisions 

Stock 
Investment 

Performance 



 

Page | 16  

 

Furthermore, instead of foreseeing the future, the markets are assumed to make unbiased 
forecasts. Being different from this theory, behavioral finance believes that sometimes, 
financial markets do not have informational efficiency (Ritter, 2003, p.430). 

Due to the fact that people are not always rational, their financial decisions may be driven 
by behavioral preconceptions. Thus, studying behavioral finance plays an important role in 
finance, in which cognitive psychology is employed to understand human behaviors. In 
case the decisions of people do not follow rational thinking, effects of behavioral biases 
should be identified. It will be more important if their cognitive errors affect prices and are 
not arbitraged away easily (Kim & Nofsinger, 2008, p.2). The mid-1980s is considered as 
the beginning of this research area. Stock market is proved to overreact to information by 
DeBondt and Thaler (1985, p.392-393). Moreover, Shefrin and Statman (1985, p.777) 
assert that stockholders tend to be more willing to sell their winning stocks rather than 
loosing ones even when putting these losers on sale is the best choice. If these studies are 
the genesis of behavioral finance, this area has over two decade’s development.  

Initially, the behavioral finance was not widely accepted (Kim & Nofsinger, 2008, p.2) and 
the study of DeBondt and Thaler was not an exception as it was doubted and faced a lot of 
arguments (DeBondt & Thaler, 1995, p.385-387). Recently, “the ramifications of less-than-
rational agents” have been explored based on many theoretical models. At first, most of 
studies concentrated on asset pricing, however, recently, the effects rather than rational 
ones that managers may have in decision making process have been incorporated in many 
models. Barberis and Thaler (2003, p.1063) are considered as one of the famous writers 
who provide an excellent study about various types of behavioral biases that affect decision 
making as well as financial markets.  

Behavioral finance papers are mainly based on the data of stocks that do not match well 
with the theories of market efficiency and asset pricing model. Therefore, some opponents 
criticize that they have a slow start and seem to be less persuading to audiences who tend to 
be initially skeptical. This limitation is eliminated by using individual brokerage data. In 
many studies, it is showed that individual investors are affected by different behavioral 
biases (Kim & Nofsinger, 2008, p.2). Then, these behavioral biases are tested by many 
researchers, one of them is Hirshleifer (2001, p.1576-1577), who provides empirical 
evidence regarding asset pricing. Nonetheless, only few experiments have been applied to 
test behavioral finance theories, although environment can be easily controlled by well 
designed experiments (Kim & Nofsinger, 2008, p.2). 

3.3 Behavioral finance in Asia 

Vietnam is an emerging economy in Asian with many cultural characteristics similar to 
other Asian countries. This part will provide an overview of behavioral finance in Asia and 
the importance of behavioral finance in Asia in general and in Vietnam in particular. 

Asia is known for its variety of capitalism level and participants’ financial experience, thus 
it is an interesting place for studying behavioral finance. Although some economies are still 
at the developing stage, some others have been developed for a long time. As the difference 
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level of knowledge and experience leads to the difference in decision making, Asia is a 
perfect platform for studying behavioral finance. Moreover, Asia people seem to suffer 
from cognitive biases more than Western people do and Asian individual investors are 
considered as mere gamblers (Kim & Nofsinger, 2008, p.2). Theoretically, social scientists 
and psychologists believe that tendencies toward behavioral biases can be nurtured by 
culture although the levels may vary (Yates, Lee & Bush, 1997, p.87). Kim and Nofsinger 
(2008, p.2-5) explains the differences among cultures through an individualism-
collectivism continuum. Asian cultures are supposed to belong to socially collective 
paradigm, which has been argued for causing investors’ overconfident resulting in 
behavioral bias. Cultural difference, more specifically, life experiences and education can 
affect behaviors, thus, it is believed that behavioral inclinations can differ among different 
cultures. Some evidences have been found to prove that Asian people exhibit more 
behavioral biases than people raised in Western countries or the United States (Yates et al., 
1997, p.87). 

Although there are some literature about the behavioral biases difference between Asian 
people and Western people, the literature is still sparse (Kim & Nofsinger, 2008, p.3). 
According to Weber and Hsee (2000, p.34), “the bottom line is that the topic of culture and 
decision making has not received much attention from either decision researchers or cross-
cultural psychologists”. In addition, a systematic literature about behaviors of Asian people 
and their effects on investment decision making is provided by Chen, Kim, Nofsinger and 
Rui (2007, p.425-451). In support of this theory, they find that Chinese investors suffer 
from an overconfidence bias and disposition effect more than U.S investors do (Kim & 
Nofsinger, 2008, p.3). 

Although behavioral finance is still a controversial topic, financial analysts now have better 
understandings of human behaviors, and it is accepted that these behaviors can influence 
financial decision-making. Many researchers also agree that arbitrage is limited (Shleifer 
and Vishny, 1997, p.36-37), hence, these behaviors can affect prices. Whereas, researches 
in behavioral finance have enhanced the knowledge of financial markets, it is more 
promising in the future. Recently, sessions on behavioral finance in finance conferences 
seems to have more attendants who are usually the young scholars of the academic 
profession (Kim & Nofsinger, 2008, p.3). 

Thaler (1999, p.16) wishes to have behavioral finance research bringing institutions into 
their models, more research on corporate finance, and more data on individual investors in 
the future. Kim and Nofsinger (2008, p.3) add one more on the wish list: more behavioral 
finance researches on Asian markets.  

3.4 Behavioral factors impact the process of investors’ decision-making 

According to Ritter (2003, p.429), behavioral finance is based on psychology which 
suggests that human decision processes are subject to several cognitive illusions. These 
illusions are divided into two groups: illusions caused by heuristic decision process and 
illusions rooted from the adoption of mental frames grouped in the prospect theory 
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(Waweru et al., 2008, p.27). These two categories as well as the herding and market factors 
are also presented as the following.  

3.4.1 Heuristic theory 

Heuristics are defined as the rules of thumb, which makes decision making easier, 
especially in complex and uncertain environments (Ritter, 2003, p.431) by reducing the 
complexity of assessing probabilities and predicting values to simpler judgments 
(Kahneman & Tversky, 1974, p.1124). In general, these heuristics are quite useful, 
particularly when time is limited (Waweru et al., 2008, p.27), but sometimes they lead to 
biases (Kahneman & Tversky, 1974, p.1124; Ritter, 2003, p.431). Kahneman and Tversky 
seem to be ones of the first writers studying the factors belonging to heuristics when 
introducing three factors namely representativeness, availability bias, and anchoring 
(Kahneman & Tversky, 1974, p.1124-1131). Waweru et al. also list two factors named 
Gambler’s fallacy and Overconfidence into heuristic theory (Waweru et al., 2008, p.27). 

Representativeness refers to the degree of similarity that an event has with its parent 
population (DeBondt & Thaler, 1995, p.390) or the degree to which an event resembles its 
population (Kahneman & Tversky, 1974, p.1124). Representativeness may result in some 
biases such as people put too much weight on recent experience and ignore the average 
long-term rate (Ritter, 2003, p.432). A typical example for this bias is that investors often 
infer a company’s high long-term growth rate after some quarters of increasing (Waweru et 
al., 2008, p.27). Representativeness also leads to the so-called “sample size neglect” which 
occurs when people try to infer from too few samples (Barberis & Thaler, 2003, p.1065). In 
stock market, when investors seek to buy “hot” stocks instead of poorly performed ones, 
this means that representativeness is applied. This behavior is an explanation for investor 
overreaction (DeBondt and Thaler, 1995, p.390).  

The belief that a small sample can resemble the parent population from which it is drawn is 
known as the “law of small numbers” (Rabin, 2002, p.775; Statman, 1999, p.20) which 
may lead to a Gamblers’ fallacy (Barberis & Thaler, 2003, p.1065). More specifically, in 
stock market, Gamblers’ fallacy arises when people predict inaccurately the reverse points 
which are considered as the end of good (or poor) market returns (Waweru et al., 2008, 
p.27). In addition, when people subject to status quo bias, they tend to select suboptimal 
alternative simply because it was chosen previously (Kempf and Ruenzi, 2006, p.204).  

Anchoring is a phenomena used in the situation when people use some initial values to 
make estimation, which are biased toward the initial ones as different starting points yield 
different estimates (Kahneman & Tversky, 1974, p.1128). In financial market, anchoring 
arises when a value scale is fixed by recent observations. Investors always refer to the 
initial purchase price when selling or analyzing. Thus, today prices are often determined by 
those of the past. Anchoring makes investors to define a range for a share price or 
company’s income based on the historical trends, resulting in under-reaction to unexpected 
changes. Anchoring has some connection with representativeness as it also reflects that 
people often focus on recent experience and tend to be more optimistic when the market 
rises and more pessimistic when the market falls (Waweru et al., 2008, p.28).  
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When people overestimate the reliability of their knowledge and skills, it is the 
manifestation of overconfidence (DeBondt & Thaler, 1995, p.389, Hvide, 2002, p.15). 
Many studies show that excessive trading is one effect of investors. There is evidence 
showing that financial analysts revise their assessment of a company slowly, even in case 
there is a strong indication proving that assessment is no longer correct. Investors and 
analysts are often overconfident in areas that they have knowledge (Evans, 2006, p.20). 
Overconfidence is believed to improve persistence and determination, mental facility, and 
risk tolerance. In other words, overconfidence can help to promote professional 
performance. It is also noted that overconfidence can enhance other’s perception of one’s 
abilities, which may help to achieve faster promotion and greater investment duration 
(Oberlechner & Osler, 2004, p.3). 

Availability bias happens when people make use of easily available information 
excessively. In stock trading area, this bias manifest itself through the preference of 
investing in local companies which investors are familiar with or easily obtain information, 
despite the fundamental principles so-called diversification of portfolio management for 
optimization (Waweru et al., 2003, p.28). 

In this research, five components of heuristics: Overconfidence, Gambler’s fallacy, 
Availability bias, Anchoring, and Representativeness are used to measure their impact 
levels on the investment decision making as well as the investment performance of 
individual investors at the Ho Chi Minh Stock Exchange.  

3.4.2 Prospect theory  

Expected Utility Theory (EUT) and prospect theory are considered as two approaches to 
decision-making from different perspectives. Prospect theory focuses on subjective 
decision-making influenced by the investors’ value system, whereas EUT concentrates on 
investors’ rational expectations (Filbeck, Hatfield & Horvath, 2005, p.170-171). EUT is the 
normative model of rational choice and descriptive model of economic behavior, which 
dominates the analysis of decision making under risk. Nonetheless, this theory is criticized 
for failing to explain why people are attracted to both insurance and gambling. People tend 
to under-weigh probable outcomes compared with certain ones and people response 
differently to the similar situations depending on the context of losses or gains in which 
they are presented (Kahneman & Tversky, 1979, p.263). Prospect theory describes some 
states of mind affecting an individual’s decision-making processes including Regret 
aversion, Loss aversion and Mental accounting (Waweru et al., 2003, p.28). 

Regret is an emotion occurs after people make mistakes. Investors avoid regret by refusing 
to sell decreasing shares and willing to sell increasing ones. Moreover, investors tend to be 
more regretful about holding losing stocks too long than selling winning ones too soon 
(Forgel & Berry, 2006, p.107; Lehenkari & Perttunen, 2004, p.116). 

Loss aversion refers to the difference level of mental penalty people have from a similar 
size loss or gain (Barberis & Huang, 2001, p.1248). There is evidence showing that people 
are more distressed at the prospect of losses than they are pleased by equivalent gains 
(Barberis & Thaler, 2003, p.1077). Moreover, a loss coming after prior gain is proved less 
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painful than usual while a loss arriving after a loss seems to be more painful than usual 
(Barberis & Huang, 2001, p.1248). In addition, Lehenkari and Perttunen (2004, p.116) find 
that both positive and negative returns in the past can boost the negative relationship 
between the selling trend and capital losses of investors, suggesting that investors are loss 
averse. Risk aversion can be understood as a common behavior of investor, nevertheless it 
may result in bad decision affecting investor’s wealth (Odean, 1998a, p.1899).  

Mental accounting is a term referring to “the process by which people think about and 
evaluate their financial transactions” (Barberis & Huang, 2001, p.1248). Mental accounting 
allows investors to organize their portfolio into separate accounts (Barberis & Thaler, 2003, 
p.1108; Ritter, 2003, p.431). From own empirical study, Rockenbach (2004, p.524) 
suggests that connection between different investment possibilities is often not made as it is 
useful for arbitrage free pricing. 

In this research, three elements of prospect dimension: Loss aversion, Regret aversion, and 
Mental accounting are used to measure their impact levels on the investment decision 
making as well as the investment performance of individual investors at the Ho Chi Minh 
Stock Exchange.  

3.4.3 Market factors  

DeBondt and Thaler (1995, p.396) state that financial markets can be affected by investors’ 
behaviors in the way of behavioral finance. If the perspectives of behavioral finance are 
correct, it is believed that the investors may have over- or under-reaction to price changes 
or news; extrapolation of past trends into the future; a lack of attention to fundamentals 
underlying a stock; the focus on popular stocks and seasonal price cycles. These market 
factors, in turns, influence the decision making of investors in the stock market. Waweru et 
al. (2008, p.36) identifies the factors of market that have impact on investors’ decision 
making: Price changes, market information, past trends of stocks, customer preference, 
over-reaction to price changes, and fundamentals of underlying stocks.  

Normally, changes in market information, fundamentals of the underlying stock and stock 
price can cause over/under-reaction to the price change. These changes are empirically 
proved to have the high influence on decision-making behavior of investors. Researchers 
convince that over-reaction (DeBondt & Thaler, 1985, p.804) or under-reaction (Lai, 2001, 
p.215) to news may result in different trading strategies by investors and hence influence 
their investment decisions. Waweru et al. (2008, p.36) conclude that market information 
has very high impact on making decision of investors and this makes the investors, in some 
way, tend to focus on popular stocks and other attention-grabbing events that are relied on 
the stock market information. Moreover, Barber and Odean (2000, p.800) emphasize that 
investors are impacted by events in the stock market which grab their attention, even when 
they do not know if these events can result good future investment performance. Odean 
(1998a, p.1887) explores that many investors trade too much due to their overconfidence. 
These investors totally rely on the information quality of the market or stocks that they 
have when making decisions of investment.  
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Waweru et al. (2008, p.37) indicate that price change of stocks has impact on their 
investment behavior at some level. Odean (1999, p.1292) states that investors prefer buying 
to selling stocks that experience higher price changes during the past two years. Change in 
stock price in this context can be considered as an attention-grabbing occurrence in the 
market by investors. Additionally, Caparrelli et al. (2004, p.223) propose that investors are 
impacted by herding effect and tend to move in the same flow with the others when price 
changes happen. Besides, investors may revise incorrectly estimates of stock returns to deal 
with the price changes so that this affects their investment decision-making (Waweru et al., 
2008, p.37).  

Many investors tend to focus on popular stocks or hot stocks in the market (Waweru et al., 
2008, p.37). Odean (1999, p.1296) proposes that investors usually choose the stocks that 
attract their attention. Besides, the stock selection also depends on the investors’ 
preferences. Momentum investors may prefer stocks that have good recent performance 
while rational investors tend to sell the past losers and this may help them to postpone 
taxes. In contrast, behavioral investors prefer selling their past winners to postpone the 
regret related to a loss that they can meet for their stock trading decisions (Waweru et al., 
2008, p.30). Besides, past trends of stocks are also explored to impact the decision making 
behavior of the investors at a certain level by Waweru et al. (2008, p.37). In this concept, 
investors usually analyze the past trends of stocks by technical analysis methods before 
deciding an investment. 

In general, market factors are not included in behavioral factors because they are external 
factors influencing investors’ behaviors. However, the market factors influence the 
behavioral investors (as mentioned above) and rational investors in different ways, so that it 
is not adequate if market factors are not listed when considering the behavioral factors 
impacting the investment decisions. Together with the research of Waweru et al. (2008), 
this research treats the market factors fairly as behavioral factors influencing the decisions 
of investors in the stock market. 

3.4.4 Herding effect  

Herding effect in financial market is identified as tendency of investors’ behaviors to 
follow the others’ actions. Practitioners usually consider carefully the existence of herding, 
due to the fact that investors rely on collective information more than private information 
can result the price deviation of the securities from fundamental value; therefore, many 
good chances for investment at the present can be impacted. Academic researchers also pay 
their attention to herding; because its impacts on stock price changes can influence the 
attributes of risk and return models and this has impacts on the viewpoints of asset pricing 
theories (Tan, Chiang, Mason & Nelling, 2008, p.61).  

In the perspective of behavior, herding can cause some emotional biases, including 
conformity, congruity and cognitive conflict, the home bias and gossip. Investors may 
prefer herding if they believe that herding can help them to extract useful and reliable 
information. Whereas, the performances of financial professionals, for example, fund 
managers, or financial analysts, are usually evaluated by subjectively periodic assessment 
on a relative base and the comparison to their peers. In this case, herding can contribute to 
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the evaluation of professional performance because low-ability ones may mimic the 
behavior of their high-ability peers in order to develop their professional reputation 
(Kallinterakis, Munir & Markovic, 2010, p.306). 

In the security market, herding investors base their investment decisions on the masses’ 
decisions of buying or selling stocks. In contrast, informed and rational investors usually 
ignore following the flow of masses, and this makes the market efficient. Herding, in the 
opposite, causes a state of inefficient market, which is usually recognized by speculative 
bubbles. In general, herding investors act the same ways as prehistoric men who had a little 
knowledge and information of the surrounding environment and gathered in groups to 
support each other and get safety (Caparrelli et al., 2004, p.223). There are several elements 
that impact the herding behavior of an investor, for example: overconfidence, volume of 
investment, and so on. The more confident the investors are, the more they rely on their 
private information for the investment decisions. In this case, investors seem to be less 
interested in herding behaviors. When the investors put a large amount of capital into their 
investment, they tend to follow the others’ actions to reduce the risks, at least in the way 
they feel. Besides, the preference of herding also depends on types of investors, for 
example, individual investors have tendency to follow the crowds in making investment 
decision more than institutional investors (Goodfellow, Bohl & Gebka, 2009, p.213). 

Waweru et al. (2008, p.31) propose that herding can drive stock trading and create the 
momentum for stock trading. However, the impact of herding can break down when it 
reaches a certain level because the cost to follow the herd may increase to get the increasing 
abnormal returns. Waweru et al. (2008, p.37) identify stock investment decisions that an 
investor can be impacted by the others: buying, selling, choice of stock, length of time to 
hold stock, and volume of stock to trade. Waweru et al. conclude that buying and selling 
decisions of an investor are significantly impacted by others’ decisions, and herding 
behavior helps investors to have a sense of regret aversion for their decisions. For other 
decisions: choice of stock, length of time to hold stock, and volume of stock to trade, 
investors seem to be less impacted by herding behavior. However, these conclusions are 
given to the case of institutional investors; thus, the result can be different in the case of 
individual investors because, as mentioned above, individuals tend to herd in their 
investment more than institutional investors. Therefore, this research will explore the 
influences of herding on individual investment decision making at the Ho Chi Minh Stock 
Exchange to assess the impact level of this factor on their decisions. 

3.4.5 Summarize the behavioral factors influencing the investors’ decision making 
for the thesis 

In summary, behavioral factors influencing the investors’ decision-making are divided into 
four groups: heuristic, prospect, market, and herding effect, which are presented in the 
Table 3.1. 
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Group Behavioral variables 

Heuristic 
Theory 

- Representativeness 
- Overconfidence 
- Anchoring 
- Gambler’s fallacy 
- Availability bias 

Prospect Theory 
- Loss aversion 
- Regret aversion 
- Mental accounting 

Market 

- Price changes 
- Market information 
- Past trends of stocks 
- Fundamentals of underlying stocks 
- Customer preference 
- Over-reaction to price changes 

Herding Effect 

- Buying and Selling decisions of other investors 
- Choice of stock to trade of other investors 
- Volume of stock to trade of other investors 
- Speed of herding 

Table 3.1. Behavioral factors influencing the investment decision making (Source: 
Waweru et al., 2008) 

These groups reflect a total picture of almost behavioral factors can impact the investors’ 
decisions at the stock exchanges. Therefore, they can be used in order to recognize the 
behaviors of individual or even institutional investors in security trading, regardless of the 
stock market types: frontier, emerging or developed. Thus, hypothesis H1 is proposed as 
below: 

Hypothesis H1: The behavioral variables that influence the investment decisions of 

individuals at the Ho Chi Minh Stock Exchange are grouped in four factors as the reviewed 

theories: Heuristics, Prospect, Market, and Herding. 

3.5 Trading decisions and stock investment performance 

As mentioned above, there are several investment decisions related to stock trading, such 
as: buying, selling, choice of stock, length of time to hold stock, and volume of stock to 
trade. However, in this part, two important stock trading decisions: selling and buying are 
focused because they have connection to the other decisions, and highly impact on the 
investment performance. 
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3.5.1 The selling decision 

Previous studies report that investors decrease the selling decisions of assets that get a loss 
in comparison to the initial purchasing price, a trend called the “disposition effect” by 
Shefrin and Statman (1985, p.778). Odean (1998b, p.1795) confirms the same conclusion 
that individual investors tend to sell stocks which their values, in comparison to their 
original buying price, increase rather than sell the decreasing stocks. However, it is difficult 
to demonstrate this phenomenon in the rational ground. It is not really reasonable to 
conclude that investors rationally sell winning stocks because they can foresee their poor 
performance. Besides, Odean also recognizes that the average return of sold stocks is 
greater than that of the average return of stocks that investors hold on. 

Genesove and Mayer (2001, p.19) state that investors who sell their assets at the price less 
than original purchase price usually expect the selling price is more than other sellers’ 
asking price. It is not only the expectation of the sellers, but also the correction of market 
decides the selling price: investors encountering a loss often do the transaction at the 
relatively higher price than others. Coval and Shumway (2000, p.3) find that investors, 
according to prospect theory, having gains (losses) in the first half of trading day tend to 
take less (more) risk in the second half of trading day. Grinblatt and Han (2001, p.1) claim 
that the behavior of investors which is described as the disposition effect can be considered 
as a puzzling characteristic of the cross-section of average returns, called momentum in 
stock returns. In which, investors prefer selling a stock that has helped them to gain capital. 
The selling pressure can firstly slow down the stock price, and then create higher returns. In 
contrast, if the stockholders are experiencing capital losses, they may merely make decision 
of selling when an expected price is given. In this case, the price may be initially increased, 
leading to lower returns later. 

3.5.2 The buying decision 

Odean (1999, p.1293) provides several understandings about the preferable stocks that 
individual investors would like to buy. As mentioned above, selling decisions mainly 
prioritize winning stocks; whereas, buying decisions are related to both prior winning and 
losing stocks. Odean states that the buying decisions may be a result of an attention effect. 
When making a decision of stock purchase, people may not find a good stock to buy after 
considering systematically the thousands of listed securities. They normally buy a stock 
having caught their interest and maybe the greatest source for attention is from the 
tremendous past performance, even good or bad. 

According to Barberis and Thaler (2003, p.1103), individual investors seem to be less 
impacted by attention-grasping stock for their selling decisions because the selling decision 
and the buying decision are differently run. Because of short-sale restraints, when deciding 
to choose a stock for selling, they can only focus on the stocks that currently belong to 
them. Whereas, with a buying decision, individuals have a lot of chances to choose the 
wanted stocks from the wide range of selective sources, this explains why factors of 
attention impact more on the stock buying decisions than the selling decisions. 
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Barber and Odean (2002, p.2) already prove that the selling decisions are less determined 
by attention than buying decisions in case of individual investors. To give this conclusion, 
they create the menu of attention-grasping stocks with several criteria: unusually high 
trading volume stocks, abnormally high or low return stocks, and stocks including news 
announcements. Eventually, the authors explore that the individual investors in their sample 
are more interested in purchasing these high-attention stocks than selling them. 

As such, from the viewpoints of behavioral finance, the investor behaviors impact both 
selling and buying decisions at different levels, and then they also impact the general 
returns of the market as well as the investment performance of individuals. 

3.5.3 Investment performance 

Some opponents of behavioral finance criticize that the bad performance of irrational 
investors can remove them from the security market. In contrast, some others believe that 
overconfident investors who have the extreme trading behavior could benefit with elevated 
results (Anderson, Henker and Owen, 2005, p.72). Kyle and Wang (1997, p.2) define 
overconfidence as someone’s behavior that over-evaluate the preciseness of his own 
information and consider an overconfident investor as one whose “subjective probability 
distributions are too tight.” In the balanced condition, the overconfident investors trade 
much higher than their rational opponent, and expect a higher investment profit over the 
long term. Wang (2001, p.138) recognizes that under-confidence and high overconfidence 
are not likely to exist in the long term, but moderate overconfidence can endure and 
dominate the rational behavior.  

Anderson, Henker and Owen (2005, p.71) conclude that individual investors who make 
higher amount of transactions may result greater returns than individuals with fewer 
transactions may. Kim and Nofsinger (2003, p.2) claim that stocks experiencing the 
greatest increase in individual possession can earn a negative abnormal return during the 
year; whereas, stocks that experience the most decrease in individual ownership may earn a 
positive abnormal return. They also go additionally insight into buying and selling 
behaviors and study the past performance of these bought and sold stocks. The authors find 
that stocks that have significant increases in individual ownership (purchased stocks) are 
the past winning stocks. Besides, they are also surprised to explore that stocks getting 
significant decreases in individual ownership (sold stocks) are also the past winners. This 
finding does not match to the momentum trading, but consistent with the disposition effect, 
which causes investors to be pre-disposed to selling their winners and holding their losers. 

Lin and Swanson (2003, p.208) measure investment performance using three criteria of 
returns (raw returns, risk-adjusted returns, and momentum-adjusted returns) through five-
time horizons (daily, weekly, monthly, quarterly, annually). They recognize that investors 
achieve excellent performance, which exists in the short run and is partially driven by 
short-term price momentum rather than by risk-taking. Excellent performance vanishes or 
is deteriorated for mid-term and long-term periods. This means that superior performance is 
reached from short-term effects of excessive demand for past winning stocks and/or 
excessive supply of past losing stocks rather than from any advantage of familiar 
information. Investors may take benefits from a better comprehension and implementation 
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of momentum strategies (buying past winners and selling past losers). These behaviors can 
cause past winning stocks to rise and past losing stocks to fall in the short term but not in 
the long term. The short-run superior performance, controlled mainly by winners 
momentum more than losers momentum, implies that investors’ buying behavior creates 
new information to the market so that investors have a good chance to get profitably over a 
daily horizon but not over a weekly or longer horizon. 

Oberlechner and Osler (2004, p.1-33) identify level impacts of overconfidence on the 
investment performance which is measured by investment return rate and trading 
experience. Oberlechner and Osler believe that investment return rate (or profit) presents 
the investment performance objectively. The return rate is evaluated by the investors in 
comparison to their peers’ profit rates. Investor’s trading experience is considered as a 
criterion of the duration that an investor exists in the security market. These researchers 
find that the investment profit is not impacted by over-confidence; however, over-
confidence can impact the trading experience of individual investors. 

In summary, there are quite many methods to measure the stock investment performance. 
The prior authors mainly use the secondary data of investors’ results in the security markets 
to measure the stock investment performance (Lin and Swanson (2003), Kim and Nofsinger 
(2003) and so on). However, this research asks the investors to evaluate their own 
investment performance, so that the measurements of investment performance follow the 
research of Oberlechner and Osler (2004) for the investment return rate. In more details, the 
return rate of stock investment is evaluated by objective and subjective viewpoints of 
individual investors. The subjective assessment of investors is made by asking them to 
compare their currently real return rates to their expected return rates while the objective 
evaluation is done by the comparison between the real return rates and the average return 
rate of the security market. Besides, the satisfaction level of investment decisions is 
proposed in this research as a criterion to measure the investment performance. In reality, 
there are investors felling satisfied with their own investment performance even if their 
investment profits are not high; in contrast, other investors do not feel satisfied with their 
investments even when their profits are relative high. Therefore, the satisfaction level of 
investment decisions together with investment return rate are proposed as measurements for 
the investment performance in this research. 

From the arguments above, behavioral factors are believed to affect the investment 
decisions and performance of individual investors, from which hypotheses H2 and H3 are 
proposed: 

Hypothesis H2: The behavioral factors have impacts on the investment decisions of 

individuals at the Ho Chi Minh Stock Exchange at high levels. 

Hypothesis H3: The behavioral factors have positive impacts on the investment 

performance of individual investors at the Ho Chi Minh Stock Exchange. 
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3.6 Research model 

As mentioned in the literature review above, it is undoubtedly that behavioral factors 
impact the investment decisions of investors in the financial markets, especially in the stock 
markets. This study explores the influence levels of the behavioral variables on the 
individual investors’ decisions and their investment performance at the Ho Chi Minh stock 
market, as in the following research model and hypotheses.  

Hypothesis H1: The behavioral variables that influence the investment decisions of 

individuals at the Ho Chi Minh Stock Exchange are grouped in four factors as the reviewed 

theories: Heuristics, Prospect, Market, and Herding.  

This hypothesis is tested by exploratory factor analysis to identify which dimensions the 
behavioral variables belong to. 

Hypothesis H2: The behavioral factors have impacts on the investment decisions of 

individuals at the Ho Chi Minh Stock Exchange at high levels.  

This hypothesis is tested by synthesizing the respondents’ evaluations of influence degrees 
of behavioral factors on investment decisions. 

Hypothesis H3: As supporters of behavioral finance, the authors propose that the 

behavioral factors have positive impacts on the investment performance of individual 

investors at the Ho Chi Minh Stock Exchange.  

This hypothesis is tested by using SEM (Structural Equation Modeling) that presents the 
correlation indexes among the behavioral factors and investment performance. 
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Figure 3.2. The research model of behavioral factors’ impacts on investment 
decisions and performance of individual investors at the HOSE (Source: The 

authors) 
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CHAPTER 4: RESEARCH DESIGN 

4.1 Introduction 

This chapter explains the research design of the study as well as the methods used to collect 
and analyze data. It starts with discussing the choice of research design by comparing it 
with other types to show why it is the most suitable one for this study, and then continues 
with respondents selection using stratified sampling technique with the aim to have a 
representative sample in order to generalize for the whole population. In addition, data 
collection methods namely self-completion questionnaire and semi-structured interviews 
are also discussed, following by the explanation of questionnaire design and the 
measurements. Especially, this chapter shows how the analysis is carried out once findings 
are obtained by using AMOS software and statistical techniques including Descriptive 
Statistics, Factor Analysis, Cronbach’s Alpha test, and Structural Equation Modeling 
(SEM).  

4.2 Research design 

Research design provides the framework for data collection and analysis (Ghauri & 
Gronhaug, 2010, p.54; Bryman & Bell, 2007, p.40). In order to understand the common 
behaviors of individual investors, case study or experimental or longitudinal design are not 
suitable but cross-sectional design. More specifically, experimental design is often used for 
examining the relationship between variables. Experiments tend to be used in order to 
explore and explain a specific issue. In experimental research, two groups should be 
established, one is experimental group and one is control group to compare the difference 
between these two groups (Saunders et al., 2009, p.142). Case study infers the analysis of 
one single case (Collis & Hussey, 2009, p.82); and longitudinal design is employed to 
examine the changes and provide the casual influences over time (Collis & Hussey, 2009, 
p.78), whereas this research needs to study a relative large sample size at one single time. 
Thus, cross-sectional design is preferred within this topic.  

When a cross-sectional design is employed, data from more than one case at one single 
time is collected and analyzed. The patent of association is then examined by using the 
collected quantitative or quantifiable data (Saunders et al., 2009, p.155). This feature is 
relevant to this study, the first because it fits the nature of this study to describe a common 
trend of investors’ behaviors rather than one specific case, and the second because data in 
this study has not been collected in stages but carried out in a single time period.  

The cross-sectional design involves using different research strategies, and is beneficial for 
this study because it allows collecting both quantitative and qualitative data, which is 
suitable for the chosen mixed methods as described in the previous sections. The typical 
forms to collect quantitative data in this type approach are the social survey research and 
structured observation on a sample at a single time while the typical forms to collect 
qualitative data are qualitative interviews or focus groups at a single point in time (Bryman 
& Bell, 2007, p.71).  
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4.3 Data collection method 

Among various kinds of data collection methods such as structured interviews, semi-
structured interviews, unstructured interviews, self-completion questionnaire, observation, 
group discussion, etc, self-completion method is chosen for collecting quantitative data and 
semi-structured interview method is selected to gather qualitative data for this study. 

Self-completion questionnaire seems to be one of the most common methods of 
quantitative researches. With a self-completion questionnaire, respondents answer 
questions by completing the questionnaire themselves. This method is chosen for some 
reasons. The first reason is that as the research questions are defined clearly, questionnaire 
is the best choice to have standardized data, which is easily to process, and analyze. 
Especially, as no interviewers present when the questionnaires are completing, the results 
may not be affected by the interviewers (Bryman & Bell, 2007, p.241). Moreover, it is 
cheaper than other methods (Bryman & Bell, 2007, p.241). As the research is about 
Vietnam investors, it will be very expensive for conducting face-to-face interviews in case 
the authors are living in Sweden. Furthermore, this method helps to save time (Bryman & 
Bell, 2007, p.241) so hundreds questionnaires can be sent out in one batch. As the 
respondents are investors, they may not have much time for interviews, thus, questionnaires 
may make them feel more comfortable because they can do it whenever they have free 
time. Questionnaires also are more convenient for respondents in case they need to provide 
some sensitive information, in other words; they tend to be more honest than in an 
interview (Bryman & Bell, 2007, p.242). 

According to Saunders et al. (2009, p.362), the self-administered questionnaires are divided 
into two groups so-called postal questionnaire, and delivery-collection questionnaire 
according to the way of distributing. Bryman & Bell (2007, p.240) state the two options for 
questionnaire distribution as well. The first option is to mail the questionnaires directly to 
selected respondents, then ask them to send the answers back by mails or submit to specific 
people at specific place (Bryman & Bell 2007, p.240). The other option for researchers is to 
deliver the questionnaire by hand to each respondent and collected right after he/she 
completes it (Saunders et al., 2009, p.362-363). In this research, the first option (delivery 
and collection questionnaire) is selected, due to the distance constraint between Sweden 
and Vietnam. Questionnaires are sent to brokers working in Securities Companies in 
Vietnam and they are responsible for sending to investors. As brokers have strong 
relationship with investors, the response rate is expected to be high. Although questionnaire 
distributions done by intermediate people may result some biases due to the lack control 
over the respondent selection process, some actions are done to minize the negative impact 
on the data quality. Firstly, brokers are explained clearly what is random sampling and how 
to choose respondent randomly. Secondly, they commit following instructions completely. 
Consequently, the biases are minimized to the lowest level. 

After collecting and analyzing the data collected through questionnaires, semi-structured 
interviews are employed to expand the scope of the research. Interviews with experts in 
security field provide deeper understanding about the results as well as their experiences 
about financial behaviors of Vietnamese investors in stock market. However, due to the 
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distance constraint, interviews have to be conducted through internet - Skype program, 
which supports both voice and webcam, thus interviewers and interviewees can see and 
interact with each other. Semi-structured interviews are less standardized, hence, it provides 
the opportunity to probe answers whenever interviewers want the interviewees to explain, 
or build on their responses (Saunders et al., 2009, p.320). In this type of interviews, 
researchers prepare a list of topics and questions to be used, although these can be added or 
omitted depending on the flow of the conversation (Bryman & Bell, 2007, p.474). 
Consequently, rich information about the financial behaviors is obtained through the talks 
with experts in this field. 

In summary, data for this research are collected by using both quantitative data synthesized 
from the questionnaires sent to individual investors and qualitative data obtained from 
semi-structured interviews with two managers of HOSE. The data collected from 
questionnaires provide the basic understandings about the factors affecting investors’ 
decisions and the results of data analysis guide the contents of the interviews. 

4.4 Respondent selection 

As the research aims at exploring the behavioral factors at the HOSE, a relative large 
sample size is recommended. The larger sample size is, the more representative it can be, 
thus, the more reliable result is (Saunders et al., 2009, p.219). Nevertheless, the sample size 
depends on researchers’ available resources including time, finance and human (Saunders 
et al., 2009, p.212). Hair, Black, Babin, Andersion and Tatham (1998, p.111) suggest that 
with quantitative research, at least 100 respondents should be studied in order to have fit the 
statistical methods of data analysis. Therefore, 300 questionnaires are sent to individual 
investors in the hope of receiving more than 100 responses. 

Questionnaires are sent to respondents using stratified random sampling. Initially, 
convenience sampling was chosen as it is the best technique to get the highest rate of 
response when sending to friends and relatives. In addition, it would help to save time and 
money. Nevertheless, convenience sampling is one type of non-probability sampling, which 
cannot provide representative sample, thus the result cannot be generalized for the whole 
population (Bryman & Bell, 2007, p.198) while the target is to find out the financial 
behaviors of the whole population of individual investors. In contrast, stratified random 
sampling allows us to stratifying the population by a criterion (in this case, the brokerage 
market share), then choose random sample or systematic sample from each strata (Bryman 
& Bell, 2007, p.187). Stratified sampling ensures that the sample is distributed in the same 
way as the population (Bryman & Bell, 2007, p.187). The number of questionnaires sent to 
each security company is decided based on its brokerage market share in Ho Chi Minh 
Stock market as in Table 4.1. Then, these questionnaires are sent to brokers of these 
companies, who are responsible for sending to investors randomly. Due to time constraint, 
only individual investors from ten leading securities companies have been chosen. 
Although investors from these ten companies are not the whole population, they do account 
for above 50% of the whole population, which can be considered as representativeness to 
some extent. This issue can be considered as a limitation of this study, which is discussed 
later in the Chapter 7 of this study.  



 

Page | 32  

 

No. Company name 
The market 

share 

Number of 
questionnaires 

sent 

1 Saigon Securities Incorporation 12% 68 

2 Thang Long Securities Joint Stock Company 9% 50 

3 Ho Chi Minh Securities Corporation 6% 37 

4 Sacombank Securities Joint Stock Company 5% 29 

5 ACB Securities Company Ltd. 5% 28 

6 FPT Securities Joint Stock Company 4% 20 

7 Bao Viet Securities Joint Stock Company 3% 18 

8 VPBank Securities Company Limited 3% 17 

9 Hoa Binh Securities Joint Stock Company 3% 17 

10 VNDirect Securities Corporation 3% 16 

Table 4.1. The securities brokerage market share of 10 leading security companies in 
quarter 1/2011 (Source: The HOSE (www.hsx.vn)) 

As mentioned in previous section, after having the results from data analysis, interviews 
with some managers of the HOSE are conducted to have deeper understandings about 
financial behaviors of Vietnamese individual investors. The interview list is picked up 
based on convenience sample due to the limited free time of managers. Two managers are 
invited to separate interviews. Since these managers are responsible for trading surveillance 
and market information for the HOSE, which has to supervise the securities companies as 
well as trading activities at Ho Chi Minh stock market, they are expected to have deep 
understanding about the stock market and investors’ behaviors. Hence, it is believed that 
they are qualified interviewees for this study, who can provide significant analysis and 
discussion on this topic. 

4.5 Design of Measurements and Questionnaire  

The questionnaire is divided into three parts: personal information, behavioral factors 
influencing investment decisions, and investment performance. In the part of personal 
information, nominal and ordinal measurements are used. Nominal scales are used to 
classify objects while ordinal scales are necessary for both objectives: classifying and 
ranking order of objects or observations (Ghauri and Gronhaug, 2010, p.76). The types of 
measurements used for this part are presented in the Table 4.2. 



 

Page | 33  

 

 

Personal Information Questions Types of 
measurements 

Classifying: Gender, Marital status, Security 
company, Attendance of security course  

Questions 1, 3, 8, 9 Nominal scale 

Classifying and ranking order of: Age, 
Educational level, Years of working, 
Income, Attendance time of stock market, 
Amount of investment.  

Questions 2, 4, 5, 6, 
7, 10, 11. 

Ordinal scale 

Table 4.2. Types of measurements for personal information (Source: The authors) 

This research is based on the theories of behavioral finance: Heuristic theory, Prospect 
theory, and other theories about impacts of behavioral factors on investors’ decision-
making, which are mentioned by Waweru et al. (2008, p.24-38) and many other authors 
cited in the literature review, to synthesize a set of questions related to behavioral factors 
influencing investment decisions and investment performance. In these parts, the 6-point 
Likert scales, which are rating scales widely used for asking respondents’ opinions and 
attitudes (Fisher, 2010, p.214), are utilized to ask the individual investors to evaluate the 
degrees of their agreement with the impacts of behavioral factors on their investment 
decision as well as with the statements of investment performance. The 6 points in the scale 
are respectively from 1 to 6: extremely disagree, highly disagree, somewhat disagree, 
somewhat agree, highly agree, and extremely agree. The measurements and questions for 
these parts are presented in the Table 4.3. 

The 6-point Likert measurements are used in this research to limit the bias evaluation of 
respondents because the respondents cannot find the means of the 6-point scale in the 
questionnaire which they easily find in the 5-point or 7-point scales. The drafts of the 
questionnaire are tested by the Supervisor and five individual investors before the final 
questionnaire is finished. The questionnaires in English and Vietnamese are shown in the 
Appendix 4.1 and Appendix 4.2. 
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Groups Dimensions Questions Measurements 
Behavioral 
factors 

Heuristic: 
• Representativeness 
• Overconfidence 
• Anchoring 
• Gambler’s fallacy 
• Ability bias  

 
Questions 12 – 13 
Question14 
Questions 15 – 16 
Question 17 
Questions 18 – 19 

6-point Likert 

Prospect: 
• Loss Aversion 
• Regret aversion 
• Mental accounting  

 
 Questions 20 - 21 
 Questions 22 - 23 
 Questions 24 - 25 

6-point Likert 

Market  
• Price changes 
• Market information 
• Past trends of stocks 
• Fundamentals of 

underlying stocks 
• Customer preference 
• Over-reaction to price 

changes 

 Questions 26 - 31 6-point Likert 

Herding  
• Following the others’ 

trading actions (buying 
and selling, choice of 
stock, volume of stock, 
and speed of herding) 

 Questions 32 - 35 6-point Likert 

Investment 
Performance 

Investment performance 
• Return rate and 

satisfaction of 
investment decisions 

 Questions 36 - 38 6-point Likert 

Table 4.3. Types of measurement for behavioral variables and investment performance 
(Source: The authors) 

4.6 Data process and analysis 

The collected data are processed and analyzed by SPSS and AMOS soft-wares. At first, the 
data are cleaned by removing the questionnaire with poor quality such as including too 
many missing values or bias ratings. Then, statistical techniques, which are used for the 
data to achieve the research objectives, include Descriptive Statistics, Factor Analysis, 
Cronbach’s Alpha test, and Structural Equation Modeling (SEM).  

Descriptive Statistics: Descriptive Statistics (mode, median, mean, variance, standard 
deviation) are used to describe respondents’ personal information. Descriptive statistics are 
also used to describe the influence level of behavioral variables on the investment decision 
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making of stockholders. However, only behavioral variables that remain after the 
exploratory factor analysis and Cronbach’s alpha test are put into the consideration of the 
description. These descriptions help to test the hypothesis H2 which is mentioned in the 
research method of Chapter 3. 

Factor Analysis: is a common name of multivariable statistical methods, which aim at 
defining the core structure in a matrix of data. It helps to analyze the structure of 
correlations among many variables by identifying a set of core dimensions, called factors 
(Ghauri & Gronhaug, 2010, p.189). In factor analysis, variables (or items) of the 
questionnaire are included in homogeneous domains which represent the similar 
characteristics (O’brien, 2007, p.143). There are two main types of factor analysis: EFA 
(exploratory factor analysis) and CFA (confirmatory factor analysis). EFA is the more 
popular form of factor analysis that attempts to explore the underlying structure of a fairly 
large number of variables. Whereas, CFA plays a role in confirming the compatibility 
between the numbers of factors extracted by the analysis process and those formed by pre-
established theories (Liua & Salvend, 2009, p.506). In this study, EFA is used to explore 
the factors that the variables of behavioral finance and investment performance of the 
questionnaire (question 12 to question 38) belong to. EFA is used to reduce the number of 
items in the questionnaire that do not meet the criteria of the analysis (O’brien, 2007, 
p.142). In this case, EFA is utilized to test the hypothesis H1 shown in the research model 
of Chapter 3. 

In this research, the following criteria of the exploratory factor analysis are applied: Factor 
loadings, KMO, Total variance explained, and Eigenvalue. Factor loadings are defined as 
correlations of each item with the factor that it belongs to. Factor loadings of the items on a 
factor are greater than 0.5 (with the sample size is 100) ensure that EFA has a practical 
significance to the analyzed data (Hair et al., 1998, p.111). The Kaiser-Meyer Olkin 
Measure of Sampling Adequacy (KMO) presents the level of suitability of using EFA for 
the collected data. The KMO should be between 0.5 and 1.0 (significant level less than 
0.005) to make sure that factor analysis is suitable for the data (Ali, Zairi & Mahat, 2006, 
p.16). Total variance explained is used to identify the number of retained factors in which 
factors can be retained until the last factor represents a small proportion of the explained 
variance. The total variance explained is suggested to be more than 50% (Hair et al., 1998, 
p.111). Eigen-value is an attribute of factors, being defined as the amount of variance in all 
items (variables) explained by a given factor. Eigen-value should be greater than 1 because 
Eigen-value is less than 1 means that information explained by the factor is less than by a 
single item (Leech, Barrett & Morgan, 2005, p.82). The EFA is done by SPSS software. 

Cronbach’s Alpha Test: is used to test the internal consistency reliability of measurements, 
which are in formats of continuous variables (for example, 6-point Likert measurements). It 
includes a statistical summary that describes the consistency of a specific sample of 
respondents across a set of questions or variables. In the other words, it can help to estimate 
the reliability of participants’ responses to the measurements (Helms, Henze, Sass & 
Mifsud, 2006, p.633). Cronbach’s alpha is usually used in social and behavioral researches 
as an indicator of reliability (Liu, Wu & Zumbo, 2010, p.5). As such, the Cronbach’s alpha 
is totally suitable for this research because the questionnaire consists of 6-point Likert 
measurements and the research is in behavioral finance. This research uses Cronbach’s 
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alpha to test the reliability of the measurements included in the factors that are formed after 
the factor analysis.  

Nunnally (1978, p.245) suggests that Cronbach’s alpha should be at least 0.7 to make sure 
that the measurements are reliable. However, many statisticians believe that it can be 
acceptable if the Cronbach’s alpha is over 0.6 (Shelby, 2011, p.143). Besides, statisticians 
recommend that it is necessary to consider the corrected item-total correlations when using 
the Cronbach’s alpha index. The corrected item-total correlations, which reflect the 
correlation of variables or items designated with the total score for all other items, should 
be at the acceptable score of 0.3 or higher (Shelby, 2011, p.143). This research chooses the 
acceptable Cronbach’s alpha is 0.6 or more, with the corrected item-total correlation index 
is 0.3 or more because the measurements of financial behavior are new to the stockholders 
of the Ho Chi Minh Stock Exchange. Besides, the accepted significant level of the F-test in 
Cronbach’s alpha technique is not more than 0.05. The Cronbach’s alpha test is finished by 
SPSS software. 

Structural Equation Modeling (SEM): is described as the combination of CFA 
(confirmatory factor analysis) and multiple regressions. SEM explores the likelihood of 
correlations among the latent variables and includes two parts: (1) a measurement model 
(fundamentally the CFA) and (2) a structural model (the multi-regression model) (Schreiber 
et al., 2006, p.325). In this research, SEM is used to confirm which behavioral factors 
(formed by the earlier steps of EFA and Cronbach’s Alpha test) have the impacts on 
investment performance of individual investors as well as estimate the regression weights 
among them. In other words, SEM is utilized to test the hypothesis H3 shown in the 
research model of Chapter 3. 

SEM is done by the support of AMOS software. The overall model fit of SEM is 
determined by some indexes. Asberg, Bowers, Renk and McKinney (2008, p. 491) suggest 
that the model is satisfactory with squared error of approximation (RMSEA) less than or 
equal to .10, the comparative fit index (CFI) greater than or equal to .90, and the 
parsimonious fit index (PFI) greater than or equal to .60. Schreiber et al. (2006, p.330) 
indicate a full set of criteria for an accepted SEM, which is mentioned in the following 
table: 
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Table 4.4. Criteria for an accepted SEM (Source: Schreiber, et al., 2006, p.330) 

In this study, the criteria for an accepted SEM (which are presented in the Table 4.4) are 
used to assess the model fit of surveyed data. The summary of data process and analysis is 
presented in the Figure 4.1. 

4.7 Ethical considerations 

Some ethical issues that have been taken great care in this study are informed consent, 
invasion of privacy and harm to participants (Fisher, 2010, p.72-75; Bryman & Bell, 2007, 
p.132-142; Sarantakos, 1998, p.23-24; Blumberg et al., 2005, p.95-98; Collis & Hussey, 
2009, p.45-47; Saunders et al., 2009, p.185-186; Ghauri & Gronhaug, 2010, p.21). More 
specifically, the respondents might not be fully informed about the whole process of 
research, so that the findings are not “contaminated” (Fisher, 2010, p.74). However, in this 
research, respondents are informed with all the relevant information necessary for them to 
participate willingly in the research and this is one of the traits of the so-called informed 
consent (Silverman, 2001, p.271). More specifically, the questionnaires have a cover page, 
which provides sufficient information about this study for the respondents. In addition, 
questionnaires are sent to respondents by postal, so, respondents decide whether to answer 
these questionnaires or not themselves. Interviewees are also provided sufficient 
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information before participating in the interviews. Furthermore, at the beginning of each 
interview, permission for using voice recorder is also informed and they are allowed to 
retrieve the recorded file whenever needed. They have all the rights to withdraw from the 
research and ask for more information whenever they want before research is published. 
This ethical consideration links very closely to the notion of privacy invasion, as the 
respondents taking part in the study acknowledges that the right to privacy has been given 
for the sake of the research (Bryman & Bell, 2007, p.139; Fisher, 2010, p.73-74). In 
addition, the anonymity issue is fulfilled. All private information is treated confidentially. 
The identities of all the respondents from the interviews and the survey and their private 
information, are not revealed in this study. In addition, respondents were informed about 
the anonymity and confidentiality of the survey. All information is presented under 
statistical data. Therefore, it is ensured that there is no question of harm to participants 
including physical and mental harms.  

Another ethical issue, which should be considered here is the accuracy in data gathering, 
processing and reporting (Sarantakos, 1998, p.22). In this research, data is collected and 
processed using systematic and scientific methods meeting the requirement suggested by 
famous writers in field of methodology. Data is used for the research objectives and not for 
any private purposes. Questions used in survey and semi-structured interviews are also for 
the purposes of the research. The report reflects truly the collected data without changing or 
creating data to meet desirable objectives (Blumberg et al., 2005, p.102).  

 

 

Figure 4.1. The process of data analysis (Source: The authors) 
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CHAPTER 5: EMPIRICAL FINDINGS 

5.1 Introduction 

In this chapter, data background is firstly described to have an overview of the surveyed 
sample. Then, the results of factor analysis, Cronabach’s Alpha test for measurement 
reliability, impact levels of behavioral factors, as well as correlations among behavioral 
factors and investment performance identified by structural equation modeling are 
presented and analyzed. Through data analysis, the hypotheses shown in Chapter 3 are 
tested.  

5.2 Data Background 

From 300 questionnaires delivered to individual investors at the Ho Chi Minh Stock 
Exchange by postal, 172 respondents are reported, so that the respondent rate is 57%, a 
moderate high rate for a postal questionnaire survey. The 172-respondent sample with the 
characteristics of gender, age, time for attending stock market, total amount of investment, 
and so on are described as the following: 

 

Figure 5.1. Sample distributions of Gender, Age, and Time for attending stock market 
(Source: The authors) 
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Figure 5.1 shows that the numbers of female and male investors in the sample are equal 
(Male about 50%, and Female about 50%) and this may make sure that issues related to 
gender bias are ignored for this study. The stock investors are mainly at the ages from 26 to 
35 (132 investors that accounts for 77% of the total sample), while 12% of the respondents 
being at the age-range of 36-45, and 9% of the sample having the young ages of 18-25. 
This sample reflects the fact that a high proportion of individual investors at the HOSE are 
younger than 35, and this research may highly reflect the investment behaviors of these 
investors. The Figure 5.1 also presents that a large proportion of the sample are investors 
who have attended the stock market for the duration less than 3 years (45% of respondents 
having attended from 1 to less than 3 years, 22% of respondents having attended for less 
than 1 year). 11% of respondents have attended the stock market for more than 5 years and 
less than 10 years; whereas, only 2 stock holders, accounting for about 1%, have 
participated the security market for more than 10 years. This statistical numbers show that 
the sample reflects suitably the population of the stockholders at the HOSE because the 
HOSE has just existed for 11 years. Most of individuals have just paid their attention to 
stock market in the recent years. 

 

Figure 5.2. Proportion of respondents attending course of Stock Exchange (Source: The 
authors) 

The Figure 5.2 shows that the individual investors in the surveyed sample who already take 
the course of stock trading account for 66 per cent while who have not yet taken any course 
of this field are 34 per cent.  

The sample consists of a diversity of stockholders who register their accounts for stock 
trading at different ten biggest security companies at HOSE. Figure 5.3 shows that the 
largest proportion of respondents (27%) register their accounts at Saigon Securities 
Incorporation (SSI) while only 7 stock-holders (about 4%) of the sample choose Hoa Binh 
Securities Joint Stock Company (HBS) for their stock trading. The other security 
companies attract the relatively equal proportions of individual investors for their 
registration. This states that the sample seems to cover almost the members of the main 
security companies of the population.  
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Figure 5.3. Distributions of security companies where the respondents register their 
accounts for stock trading (Source: The authors) 

 

Figure 5.4. Percentages of respondents with their ranges of last-year investment (Source: 
The authors) 
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Although the respondents cover all the ranges of investment from 2000 (EUR) to 30000 
(EUR) last year, the higher percentages of individual investors in the surveyed sample 
invest with ranges from 2000 (EUR) to 10000 (EUR): 27.3% respondents investing under 
2000, 20.9% investing from 2000 to under 4000, and 20.9% investing from 4000 to under 
10000. Besides, there are 14.5% of the sample investing with the relatively large amount of 
money (over 30000 EUR) last year (see Figure 5.4).  

In total, the respondents are the stock investors with the higher proportion of the ages from 
26 to 35, and generally newcomers of stock exchange. This is easy to acknowledge because 
the HOSE is the new stock exchange and Vietnam stock market is just considered as a pre-
emerging market as mentioned in Chapter 1. The sample also consists of investors who are 
members of a diversity of security companies and cover the large ranges of investment 
amount last year. Besides, most of them already take course of stock exchange and have 
knowledge at certain level of their investment field. 

5.3  Factor analysis of behavioral variables influencing the individual 
investment decisions and the variables of investment performance 

The questions from 12 to 35 of the questionnaire, which are coded from X1 to X24, are 
designed to explore the levels of behavioral variables’ impacts on the individual investment 
decisions at the HOSE. Whereas, questions from 36 to 38, which are coded from Y1 to Y3, 
are created to identify the evaluation of investors about their own investment performance. 

The exploratory factor analysis (EFA) is used for the behavioral variables (X1 to X24) and 
investment performance (Y1 to Y3) to identify the factors which these variables belong to. 
The requirements of factor analysis, which are mentioned in Chapter 4, are satisfied to 
reduce the variables. After some rounds of removing the unsuitable variables, the analysis 
results that the remaining variables are grouped into six factors (five factors of behavioral 
variables and one factor of investment performance), at the Eigenvalue = 1.007, KMO = 
0.728 (sig. = 0.000), % of total variance explained = 68.32%, and all factors loadings are 
more than 0.5 (see more the significations of these indexes at 4.6 of Chapter 4). These 
indexes prove that factor analysis for these variables is totally suitable and accepted. The 
result is presented in the Table 5.1, and the more details of the analysis done by SPSS are 
shown in the Appendix 5.1. 

Factors Variables Factor loadings 
F1 F2 F3 F4 F5 F6 

Herding X21: Other investors' decisions 
of choosing stock types have 
impact on your investment 
decisions. 

.881      

X22: Other investors' decisions 
of the stock volume have 
impact on your investment 
decisions. 

.854      

X23: Other investors' decisions .873      
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Factors Variables Factor loadings 
F1 F2 F3 F4 F5 F6 

of buying and selling stocks 
have impact on your 
investment decisions. 
X24: You usually react quickly 
to the changes of other 
investors' decisions and follow 
their reactions to the stock 
market. 

.697      

Prospect X10: After a prior loss, you 
become more risk averse. 

 .662     

X11: You avoid selling shares 
that have decreased in value 
and readily sell shares that 
have increased in value. 

 .505     

X13: You tend to treat each 
element of your investment 
portfolio separately. 

 .726     

X14: You ignore the 
connection between different 
investment possibilities 

 .679     

Market X15: You consider carefully 
the price changes of stocks that 
you intend to invest in. 

  .794    

X17: Market information is 
important for your stock 
investment. 

  .773    

X18: You put the past trends 
of stocks under your 
consideration for your 
investment. 

  .758    

Overconfidence 
and Gambler’s 
fallacy 

X3: You believe that your 
skills and knowledge of stock 
market can help you to 
outperform the market. 

   .655   

X6: You are normally able to 
anticipate the end of good or 
poor. 

   .607   

Anchoring and 
Ability bias 

X5: You forecast the changes 
in stock prices in the future 
based on the recent stock 
prices 

    .805  

X7: You prefer to buy local 
stocks than international stocks 
because the information of 

    .671  
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Factors Variables Factor loadings 
F1 F2 F3 F4 F5 F6 

local stocks is more available. 
Investment 
Performance 

Y1: The return rate of your recent 
stock investment meets your 
expectation 

     .882 

Y2: Your rate of return is recently 
equal to or higher than the 
average return rate of the market. 

     .817 

Y3: You feel satisfied with your 
investment decisions in the last 
year (including selling, buying, 
choosing stocks, and deciding the 
stock volumes). 

     .786 

Table 5.1. Factor analysis for behavioral variables and investment performance (Source: 
The authors) 

As shown in the Table 5.1, the variables of herding, prospect, and market are grouped into 
only one respectively related factor; whereas, the heuristic variables belong to two factors:  
overconfidence-gamble’s fallacy and anchoring-ability bias. This finding has just a little 
difference from the Hypothesis H1, which expects that the behavioral variables are 
theoretically formed into four groups: herding, prospect, market, and heuristic (Waweru et 
al., 2008, p.34-38). This means the Hypothesis H1 is almost supported.  

As such, there are five behavioral factors that impact the investment decisions of individual 
investors at the Ho Chi Minh Stock Exchange. In the herding factor, all four original 
variables from the questionnaire (questions from 32 to 35 which are coded as X21 to X24) 
are kept after the factor analysis. Only three of six original items of market (questions from 
26 to 31 which are coded as X15 to X20) and four of six original prospect items (questions 
from 20 to 25 which are coded as X9 to X14) are accepted by factor analysis. Whereas, 
only four of eight initial variables of heuristic (questions from 12 to 19 that are coded as X1 
to X8) remain after the analysis and are divided into two groups: overconfidence-gamble’s 
fallacy and anchoring-ability bias as mentioned above. 

The Table 5.1 also shows that all three original variables investment performance 
(questions from 36 to 38, which are coded as Y1 to Y3) are accepted by factor analysis and 
only belong to one dimension. This indicates that F6 can be used as the representative 
factor for three variables Y1, Y2, Y3. The similar applications can be also used for F1, F2, 
F3, F4, F5 to be representative factors for behavioral variables. 

5.4 Measurement Reliability Test using Cronbach’s Alpha 

In this part, Cronbach’s Alpha is used to test the reliability of items included in the factors, 
which are identified in the factor analysis. This test is done to make sure that the 
measurements are reliable for further uses. The results of Cronbach’s alpha test are shown 
in the Table 5.2. 
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Factors Variables Cronbach’s 
alpha 

Corrected 
Item-total 

Correlation 

Cronbach’s 
alpha if 

Item 
deleted 

F (sig.) 

Herding X21 .86 .77 .79 23 (0.000) 
X22 .70 .82 
X23 .77 .79 
X24 .59 .87 

Prospect X10 .62 .43 .53 20 (0.000) 
X11 .39 .56 
X13 .47 .50 
X14 .32 .61 

Market X15 .72 .54 .64 2 (0.05) 
X17 .55 .63 
X18 .54 .64 

Overconfidence 
and Gambler’s 
fallacy 

X3 .62 .39 - 51 (0.000) 

X6 .39 - 

Anchoring and 
Ability bias 

X5 .60 .30 - 15 (0.000) 
X7 .30 - 

Investment 
Performance 

Y1 .81 .74 .67 9 (0.000) 
Y2 .65 .76 
Y3 .61 .81 

 Table 5.2. Cronbach’s Alpha Test for items of factors (Source: The authors) 

Table 5.2 presents that Cronbach’s Alpha indexes of all factors are greater 0.6, and the 
corrected item-total correlation of all items are more than 0.30. Besides, Cronbach’s alpha 
of each factor if its any item is deleted is less than the factor’s Cronbach’s Alpha, as well as 
the significant of F test for each factor, a kind of test to make sure the suitability of using 
Cronbach’s Alpha technique for the data, is less than 0.05 (see more the significations of 
these indexes at 4.6 of Chapter 4). These indexes show that items included in the factors: 
Herding, Prospect, Market, Overconfidence and Gambler’s fallacy, Anchoring and Ability 
bias, and Investment Performance are reliable enough to follow further analysis: Structural 
Equation Modeling to explore the correlations among the factors. The more details of 
Cronbach’s alpha for all these items done by SPSS are shown in Appendix 5.2. 

5.5 Impact Levels of Behavioral Factors on the Individual Investment 
Decisions and Scores of Investment Performance 

The impact levels of behavioral variables on the investment decisions are identified by 
calculating the values of sample mean of each variable. In similar, the variables of 
investment performance are scored by identifying the mean values of the respondents’ 
evaluations for each variable. In this part, only variables, which meet the requirements of 
above factor analysis and Cronbach’s alpha test, are chosen to demonstrate their scores. 
Because 6-point scales are used to measure the impact levels of these variables, the mean 
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values of these variables can decide their impact levels on the investment decision making 
as the following rules: 

• Mean values are less than 2 shows that the variables have very low impacts  
• Mean values are from 2 to 3 shows that the variables have low impacts 
• Mean values are from 3 to 4 shows that the variables have moderate impacts 
• Mean values are from 4 to 5 shows that the variables have high impacts 
• Mean values are more 5 shows that the variables have very high impacts 

5.5.1 Impacts of Heuristic Variables on the investment decision making 

As mentioned above, the heuristic variables are grouped into two factors: Overconfidence-
Gambler’s fallacy and Anchoring-Ability bias. The impacts of these factors are shown in 
the following table: 

Factors Variables Mean Std. 
Deviation 

Overconfidence 
and Gambler’s 
fallacy 

X3: You believe that your skills and knowledge 
of stock market can help you to outperform the 
market. 

3.52 1.13 

X6: You are normally able to anticipate the end 
of good or poor market returns at the HOSE. 

2.84 1.09 

Anchoring and 
Avalability bias 

X5: You forecast the changes in stock prices in 
the future based on the recent stock prices. 

3.44 1.23 

X7: You prefer to buy local stocks than 
international stocks because the information of 
local stocks is more available. 

3.95 1.53 

Table 5.3. Impacts of Heuristic Variables on the investment decision-making (Source: 
The authors) 

As in the literature review chapter, behavioral variables of heuristic dimension that impact 
the investment decisions consist of representativeness, overconfidence, gamble’s fallacy, 
anchoring, and ability bias. However, in this research, the variables of representativeness 
are not reliable enough to be considered as the behavioral variables influencing on the 
decisions of individual investors at the HOSE. The variables of overconfidence (X3), 
anchoring (X5), and ability bias (X7) have moderate impacts on the decision making of 
individual investors with mean values of 3.52, 3.44 and 3.95 respectively. Whereas, 
gambler’s fallacy just have low impact on their investment decisions with the mean value 
of 2.84. As such, among the heuristic variables, the ability bias has the strongest impact on 
the investors when they decide to trade stocks. This means individual investors at the 
HOSE tend to rely on the familiar and available sources of information for their stock 
investment, for example, the information supplied by their relatives or friends and coming 
from the local rather than international sources.  
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5.5.2 Impacts of Prospect Variables on the investment decision making 
 

Factor Variables Mean Std. 
Deviation 

Prospect 

 

X10: After a prior loss, you become more risk 
averse. 

3.71 1.26 

X11: You avoid selling shares that have decreased 
in value and readily sell shares that have increased 
in value. 

3.67 1.29 

X13: You tend to treat each element of your 
investment portfolio separately. 

4.02 1.14 

X14: You ignore the connection between different 
investment possibilities. 

3.16 1.15 

Table 5.4. Impacts of Prospect Variables on the investment decision-making (Source: 
The authors) 

In the dimension of Prospect, all its three kinds of behavior: loss aversion, regret aversion, 
and metal accounting have their representative variables influencing the decision making of 
investors’ stock investment. Individual investors at the HOSE have loss aversion (X10), 
regret aversion (X11), and mental accounting (X13 and X14) at moderate degree, with the 
means of each variable of 3.71, 3.67, 4.02, and 3.16 respectively. Especially, the investors 
have a high tendency of treating each element of their investment portfolio separately (X13, 
mean = 4.02). In general, the components of investment portfolio have the mutual relations 
to each other, and together impact the investors’ trading decisions so that treating these 
elements unconnectedly may impact negatively their investment performance. This point is 
discussed more in the later parts. 

5.5.3 Impacts of Market Variables on the investment decision making 

Changes of stock price, market information and past trends of stocks are the variables of 
market that influence the individuals’ investment decisions at the HOSE. The results are 
shown in the following table: 

Factor Variables Mean Std. 
Deviation 

Market 

 

X15: You consider carefully the price changes of 
stocks that you intend to invest in. 

4.45 1.15 

X17: Market information is important for your stock 
investment. 

4.56 1.07 

X18: You put the past trends of stocks under your 
consideration for your investment. 

4.39 1.1 

Table 5.5. Impacts of Market Variables on the investment decision-making (Source: The 
authors) 
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Table 5.5 presents that market factor highly impacts on the investment decision making of 
individual investors due to the means of changes of stock price (X15), market information 
(X17) and past trends of stocks (X18) are respectively 4.45, 4.56, and 4.39. This means the 
individuals tend to consider the information of stock market: general information, past 
trends of stock price and current stock price changes carefully before making their 
investment. The standardized deviations of these variables, which are relatively high in 
comparison to the mean values, show that there may be some investors strongly focussing 
on the market variables whenever they decide to invest in stocks.  

5.5.4 Impacts of Herding Variables on the investment decision making 
 

Factor Variables Mean Std. 
Deviation 

Herding 

 

X21: Other investors’ decisions of choosing stock types 
have impact on your investment decisions. 

3.33 1.07 

X22: Other investors’ decisions of the stock volume have 
impact on your investment decisions. 

3.44 1.16 

X23: Other investors’ decisions of buying and selling 
stocks have impact on your investment decisions. 

3.48 1.08 

X24: You usually react quickly to the changes of other 
investors’ decisions and follow their reactions to the 
stock market. 

2.92 1.06 

Table 5.6. Impacts of Herding Variables on the investment decision-making (Source: 
The authors) 

As in the Table 5.6, individual investors at the HOSE follow moderately the other 
investors’ trading decisions. They more or less tend to consider the others’ behaviors of 
choosing types of stock (X21, mean = 3.33) and stock volume for trading (X22, mean = 
3.44) as well as others’ decisions of buying and selling stocks (X23, mean = 3.48) to make 
their own decisions. However, the herding effect does not seem to impact quickly on their 
decisions of stock investment (X24, mean = 2.96).  

In total, most of the behavioral variables of four factors: Heuristic (divided into two sub-
factors), Prospect, and Herding have moderate impacts on individual investors’ decision 
making at HOSE. There are few items having low impacts (X6, X24) on investors’ 
decisions. The variables of Market (X15, X17, and X18) and one variable of Prospect 
(X13) are several ones reported to have high influences on the investment decision making. 
These findings do not support the Hypothesis H2 that proposes that all factors of behavior 
finance have high impacts on individuals’ investment at HOSE. However, the standardized 
deviations of all behavioral variables are fairly high in comparison to their mean values 
suggest that there are some differences among the assessments of respondents about the 
impacts of all behavioral variables on their investment decisions. For example, the mean of 
price change (X15) is 4.45 while its standardized deviation is 1.15; this means the possible 
highest assessment of investors for this variable can be around 5.5.  
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5.5.5 Investment Performance 
 

Factor Variables Mean Std. 
Deviation 

 

Investment 
Performance 

 

Y1: The return rate of your recent stock investment 
meets your expectation 

2.55 1.04 

Y2: Your rate of return is recently equal to or higher 
than the average return rate of the market. 

2.72 1.1 

Y3: You feel satisfied with your investment decisions 
in the last year (including selling, buying, choosing 
stocks, and deciding the stock volumes). 

2.88 1.18 

Table 5.7. The results of investment performance (Source: The authors) 

The Table 5.7 shows that the investment results do not satisfy fairly individual investors’ 
expectations. They have the relatively low investment return rates in both comparisons to 
their expectation (Y1, mean = 2.55) and the average return rate of the market (Y2, mean = 
2.72). Moreover, they have not yet felt satisfied with their investment decisions (including 
selling, buying, choosing stocks, and deciding the stock volumes) in the recent year (Y3, 
mean = 2.88). Therefore, it is suggested that the investment performance should be 
improved by taking care of behavioral factors’ influences. 

5.6 Influences of  Behavioral Factors on the Individual Investment 
Performance 

In this part, Structural Equation Modeling (SEM) is used to portray relationships among 
variables. SEM combines multiple regression and factor analysis into one model. The 
confirmatory factor analysis (CFA) is one component of SEM which helps to confirm 
which factors and their variables (formed by EFA as mentioned above) are suitable for the 
structural model; whereas, the other component, multiple regression, estimate the 
regression weights between behavioral factors (consisting of independent variables) and the 
factor of investment performance (including dependent variables). The results of SEM done 
by AMOS are presented in the Figure 5.5. 

The structural model fit is very good with GFI (Goodness-of-Fit Index) = 0.95; TLI 
(Tucker-Lewis Coefficient) = 0.96; CFI (Comparative Fit Index) = 0.95; RMSEA (Root 
Mean Square Error of Approximation) = 0.08, CMIN/df = 2.25, and p-value = 0.00 (see the 
criteria for an accepted SEM at 4.6 of Chapter 4). These indexes indicate a strong 
predictive validity of the model for the surveyed data. The more detailed tables of SEM 
done by AMOS are presented in the Appendix 5.3. 

Figure 5.5 gives the estimates of factor loadings, regression weights between variables as 
well as the variances of each variable explained by the other variables. In the model, only 
three factors are explored to have impacts on Investment Performance: Herding (including 
X21, X22, X23, and X24), Prospect (including X10, X11, and X13), and Heuristic 
(including X3 and X6). The factor loadings between each factor and its variables are all 
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over 0.5 that ensure the convergent validity of data measurements. The heuristic behaviors 
which are related to Overconfidence (X3) and Gambler’s fallacy (X6) have the highest 
positive impact on the investment performance with the regression estimate of 0.68 (sig.= 
0.000). The herding behaviors also influence positively the investment performance with 
the regression estimate of 0.11 (sig.= 0.03) while the prospect behaviors including Loss 
aversion (X10), Regret aversion (X11), and Mental accounting (X13) give the negative 
impact on the investment performance with the regression estimate of -0.12 (sig.= 0.05). 
All three kinds of these behaviors can explain 49% of the variance of the individual 
investors’ performance at HOSE. 

  

Figure 5.5. Structural Equation Modeling for Behavioral Factors and Investment 
Performance (Source: The authors) 

The findings suggest that the investment performance can be improved by improving the 
heuristic and herding behaviors at the same time with considering carefully the negative 
impacts of prospect behaviors. Besides, one surprising finding of the research is that the 
market variables are reported to have high impacts on the investment decision making; 
however, they do not significantly impact the performance of investors.  

The results given by SEM do not support the hypothesis H3 that mentions that all 
behavioral factors have positive impacts on the investment performance. At HOSE, only 
two factors of herding and heuristic are believed to have positive influences on the 

Notes:  

Numbers above the arrows: Estimates of regression weights 
and factor loadings 
Numbers above the objects: Estimates of variances 
e1, e2.., en:  the errors of estimates 
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investment performance while market factor and prospect factor have no and negative 
impacts respectively on the investment performance.  

In summary, three hypotheses proposed in Chapter 3 are tested. The results of these 
hypothesis tests once again are stated in the following table:  

Hypotheses Contents of Hypotheses Findings Contents of findings 

H1 

The behavioral variables that 
influence the investment 
decisions of individuals at the 
Ho Chi Minh Stock Exchange 
are grouped in four factors as the 
reviewed theories: Heuristics, 
Prospect, Market, and Herding 

The findings 
almost 
support H1 

The behavioral variables 
are grouped into five 
factors: Heuristics 
(divided into two 
factors), Prospect, 
Market,  and Herding 

H2 

The behavioral factors have 
impacts on the investment 
decisions of individuals at the 
Ho Chi Minh Stock Exchange at 
high levels. 

The findings 
do not support 
H2 

Most of behavioral 
factors have moderate 
impacts on the 
investment decisions, 
except for the factor of 
Market variables having 
high impacts. 

H3 

The behavioral factors have the 
positive impacts on the 
investment performance of 
individual investors at the Ho 
Chi Minh Stock Exchange 

The findings 
do not support 
H3 

Only the factors of 
Heuristics and Herding 
have positive impacts 
while the factors of 
Market and Prospect 
have no and negative 
impacts respectively on 
the investment 
performance. 

Table 5.8. The results of hypothesis tests (Source: The authors) 
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CHAPTER 6: ANALYSIS AND DISCUSSION 

6.1 Introduction 

The aim of this chapter is to discuss the results obtained from the empirical findings section 
(chapter 5) and compare these findings with the theories in the literature review chapter. 
This chapter is focused on finding the answers for the research questions to meet the 
purposes of research. It starts with analysis of the behavioral factors affecting Vietnamese 
individual investors’ decisions using both theories and comments of two managers of the 
HOSE. Finally, the correlations among the behavioral factors and the investment 
performance are discussed in details. 

6.2 Behavioral factors 

As mentioned in earlier chapter, the behavioral factors affecting investment decisions are 
not grouped into four factors as proposed in the literature review chapter. Instead of being 
classified into four groups namely Heuristics, Prospect, Market, and Herding, the results 
show that heuristics factors are divided into two sub factors so-called Over-confident & 
Gambler’s fallacy and Anchoring & Availability bias. This part discusses the impact levels 
of these factors on the investment decisions of individual investors at the HOSE. The 
discussions are made with the reference from ideas of the managers of the HOSE about the 
realistic situation of the Vietnam stock market. The details of interviews with these 
managers (including Interview information and Interview note) are presented in the 
Appendix 6.1 and Appendix 6.2. 

6.2.1 Heuristic variables 

Availability bias has moderate impact but highest among heuristic varibales (mean = 
3.95) 

Among four heuristic variables (ability bias, overconfidence, anchoring, and gambler’s 
fallacy) which are tested to have the acceptable reliability and consistency of 
measurements, availability bias has the highest mean (mean = 3.95, which can also be 
considered as nearly high impact). This result implies that investors’ decisions are driven 
by the available information. The investors at the HOSE prefer to buy local stocks than 
international stocks because they can get the information of local stocks more easily from 
their friends and relatives. The finding concurs with the finding of Waweru et al. (2008, 
p.34) which reveals that 96% of surveyed investors are home-market bias without 
considering the principles of portfolio diversification. However, the manager A highlights 
that in Vietnam, the policies for official information release are not fully established and it 
is difficult for the investors to verify the accuracy of information; therefore, depending on 
available information may lead to bad performance, especially in case some people attempt 
to trick others by spreading fake information for personal benefits.  
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Overconfidence has moderate impact (mean = 3.52) 

The individual investors at the HOSE have the degree of confidence at the moderate level. 
It can be explained that Vietnam security market is pre-emerging so its trend fluctuates 
complexly. It can go up or down regardless the performances of the listed companies that 
issue the stocks. For example, during 2006-2007 or 2008-2009, prices of all stocks 
increased although some companies were not profitable, whereas, recently, stocks of 
profitable companies continue to decrease. In the discussions of this point, both manager A 
and manager B agree that since investors could not predict the market trend and failed to 
jump into and out of the market timely, they certainly feel less confident of their decisions. 
This finding does not strongly support the studies of Allen and Evans (2005, p.108), 
Gervais, Simon and Odean (2001, p.1) which suggest that people usually believe in their 
skills and knowledge to outperform the market. It also does not strongly support the studies 
suggesting that Asian people tend to be more overconfident than European or American 
people (Yates et al., 1997, p.94). In other words, the investors at the HOSE need to be more 
confident to have the effective decisions for their investment. 

Anchoring has moderate impact (mean = 3.44) 

In terms of anchoring, its moderate impact (mean = 3.44) shows that there are two schools 
of forecasting the future stock prices for the investment decision making. One of them 
depends on recent price to forecast future prices while the other is not affected by the recent 
price. This reflects the status quo of Vietnam market that many people use techniques to 
analyze and predict the changes of stock prices in the future based on the previous prices 
while others prefer other information rather the price, which can be available information as 
stated previously. This can be explained that the high and unexpected fluctuations of stock 
price trend at the HOSE make the investors to think of the more reliable ways to predict the 
changes of stock prices than the prices that they experienced in the past. The study of Hvide 
(2002, p.27) shows somehow different finding which highly believes that the today price is 
determined by the previous one.  

Gambler’s fallacy has low impact (mean = 2.84) 

Although the gambler’s fallacy has been proved as a reliable variable impacting the 
decision making of investors at the HOSE, its impact level is so low (mean = 2.84). This 
means that the investors do not normally have the ability to anticipate the ends of good or 
poor market. It is easy to understand due to high changes of the market trends together with 
the moderate level of confidence of the Vietnamese investors. The finding is very different 
from the finding of Waweru et al. (2008, p.34) which indicates that most of investors can 
anticipate exactly the changes of stock prices.  

6.2.2 Prospect variables 

Mental accounting has high impact - highest among prospect variables (mean = 4.02) 

Among three prospect factors (loss aversion, regret aversion, mental accounting), mental 
accounting rank as the variable having the highest impact on the decision making of the 
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investors at the HOSE. This result confirms that investors tend to treat each element of 
investment portfolio separately, thus ignore the connection between different investment 
possibilities (Rockenbach, 2004, p.513). Nonetheless, this can cause to inefficiency and 
inconsistency in making decisions.  

Loss aversion has moderate impact (mean = 3.71) 

In terms of loss aversion, the result demonstrates that to some extent, after a gain, the 
investors at the HOSE become more risk seeking whereas after a loss, they tend to be more 
risk averse. These are normal reactions of investors because the prior investment success 
encourages them so much whereas the failure surely depresses them a lot. However, loss 
aversion is not always a good strategy because of the principle “high risk – high return”. 
Odean (1998a, p.1899) also argues that loss aversion may produce bad decisions, which 
influences investors’ wealth. The finding is, to some extent, in accordance to that of 
Lehenkari and Perttunen (2004, p.116).  

Regret aversion has moderate impact (mean = 3.67) 

Similar to loss aversion, regret aversion has a moderate effect on decision-making of the 
investors at the HOSE. Although the impact is not high, it infers that Vietnamese investors 
seem to be more willing to sell shares increasing in value than decreasing ones. As an 
explanation, manager B asserts that Vietnamese people do not have good investment 
strategies; moreover, they may not have the acceptable ranges for profit and loss. Many 
people think that they do not lose until they sell the losing stocks, thus, they refuse to sell 
them although selling may be the best solution at this time. In other words, they are afraid 
of losing money, hence they try to keep those stocks and wish for reverse trend. 
Furthermore, it is found by Fogel and Berry (2006, p.107) that investors regret about 
holding a losing stocks too long more than selling a wining ones too soon. Manager A 
suggests that, even in case, no one sells losing stocks, their prices can be kept at certain 
points, the investors should consider selling these stocks if there are some signals noticing a 
worse situation because keeping them may result in regression in the future.  

6.2.3 Market variables – high impacts (mean from 4 to 5) 

Market factor has the highest influences on the investment decision-making of the investors 
at the HOSE with the means of market variables from 4 to 5. In this case, market factor 
including the market information (about the customers, company’s performance, and so 
on), the price changes of stocks in the market, and the past trends of stocks. These market 
variables are very important to the investors and usually taken under their considerations 
for the making investment decisions.  

The high influences of market variables can be linked to the respondents’ profiles, which 
show that most of them have been attended training courses about stocks. Therefore, they 
understand the importance of market information to the price movement as well as the 
importance of technical analysis in forecasting. However, as analyzed by manager A, there 
is not strict policy for information release in Vietnam; the investors may have to filter 
carefully to possess useful information from the confusion. It is not an easy task. The most 
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reliable source is official announcement, but information is always spread out before it is 
official released, thus, investors should look around for unofficial information which may 
have negative effects on the investment results. Especially, the available information can 
make the investors focus on some stocks after being impressed by some attention-grabbing 
events (Odean, 1999, p.1279).  

6.2.4 Herding variables – moderate impacts (mean from 3 to 4) 

It is found that the herding variables’ impact on the investors’ decisions at the HOSE, 
which is assumed high, is moderate only. This finding does not strongly support the 
researches of Farber, Nguyen and Vuong (2006, p.17) and Tran (2007, p.23-25), which 
suggest that the herding effect in Vietnam stock market is very strong, especially toward 
positive return of the market. Chen, Rui and Xu (2003, p.5) argue that herding is more 
likely to happen in emerging markets than developed ones as the government intervention 
is high, the quality of information disclosure is low. Kaminsky and Schmukler (1999, 
p.557-558) assert that during 1997-1998, Asian countries seem to be driven by herding 
behaviors. Thus, it is believed that the herding instinct is very strong in Vietnam. 
Nonetheless, this moderate impact of herding factor can be explained as Vietnam stock 
market has been run for over ten years, so that investors may now have more knowledge 
and skills to make use of different information from different sources before making 
investment decision; hence, the herding effect has been decreased. However, Vietnam stock 
market has not yet developed and been mature, so that the existence of herding at moderate 
level is a certain occurrence.  

6.3 Investment performance 

6.3.1 The return rate 

The means of the investment performance are quite low, which infers that traders are not 
satisfied with their return rate and their investment decisions. Although manager A and 
manager B give many reasons explaining for these results, they also emphasize that 
satisfaction is a subjective phenomenon evaluated by investors’ feelings, thus different 
people may have different levels of satisfaction for the same result. 

Return rates do not meet investors’ expectation (mean = 2.55) 

Most of investors think that the return rates of recent stock investment do not meet their 
expectation. According to manager A, this finding can be easily understood because of 
series of bad news directly affecting production and development of Vietnam economy. 
From 2010 to the first quarter of 2011, many international factors (increase in gold price 
and petrol price, low global development rate, decrease in economic stimulus, etc.) and 
national local signals (high inflation, high interest rate, foreign exchange rate instability, 
etc.) alarming a difficult period. In order to curb the high inflation, Vietnamese government 
has decided to tighten monetary policy, which causes to high interest rate. The increases in 
input prices have resulted in higher product prices. This makes the competitive ability of 
exporting reduced while local demands drop, which lead to lower sales volume and lower 
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income. As a result, stock price has gone down and this has made the investors’ returns 
decreased. 

Moreover, manager B explains that incomes from stocks are not limited to the rises in stock 
prices, they also depend on the dividends that listed companies pay for stockholders, or the 
preferential prices that they are offered. However, due to the recent economic constraints, 
these firms cannot afford to pay dividends as highly as before. Consequently, the incomes 
of stockholders are decreased. 

In addition, in the “overheating” period from 2006 to 2007 when VN-Index rocketed from 
about 300 points to the pick of 1170 points, or from 2009 to 2010, when VN-Index doubled 
or threefold from about 200 points to about 500-600 points, the return rate of 30%, 40% or 
even more can be easily achievable. In addition, being supported by the economy’s high 
growth rate (GDP of Vietnam 2007 increased about 8.4%), investors became excited to 
their own stocks, which led to the trading explosion. Both manager A and manager B 
emphasize that most of people investing in these periods earned high returns so that they 
continue to expect high return rates while it is impossible recently. Thus, the returns are 
considered as less than expectations. 

On the other hand, the profits earned from other investment channels (such as foreign 
currency or gold investment) are more attractive (from 2009 to 2011, gold price has been 
nearly doubled) making shareholders expect higher return rate from stock trading; hence 
they feel more sorrow when the results do not meet their expectations. Another factor that 
affects negatively to investors’ incomes is the personal income tax, which was free for 
stock investors before. The tax rate of 10% of total trading turnover or 25% of profits 
applied from 2010 narrows the profits margin remarkably. Moreover, manager B explains 
that many investors do not set the profit targets for their investment, so they may not even 
know what their expected return rates are. Therefore, even in case their profits are high, 
they still do not feel enough. Especially after deducting the interests that they have to pay 
for the banks and the tax office, they may feel more disappointed with the final profits they 
receive. 

Return rates are less than the average return rate of market (mean = 2.72) 

Most of investors believe that their rates of return from stock investment are less than the 
average return rate of the market. According to manager B, in Vietnam, there may be no 
official report showing the average return of the market, so individual investors may not 
have sufficient information to compare. Consequently, they try to compare with higher 
return rates from other investment channels and make conclusion that their return rates are 
less than the average of the market.  

Otherwise, they attempt to compare with the returns of other successful investors that they 
know. However, these successful investors may not represent for the average of market. 
They may be experts who have both experiences from local and international markets (or 
well-known fund-management corporations which have huge capital) to dominate the 
market. It is not surprising if their return rates are higher than that of normal investors. 
Specifically, normal individual investors do not have as good portfolio management skills 
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as institutions or experts; hence, their portfolio may not be diversified leading to poor 
performances when the market trends do not move as forecasted.  

6.3.2 Investment decision satisfaction (mean = 2.88) 

The investment satisfaction has strong connection with the return rates. As stated above, 
most of investors expect higher return rates than what they achieve, thus, they may not 
satisfy with their investment decisions.  

As mentioned above, decisions of Vietnamese investors are affected by many factors 
namely heuristics, prospect, market and herding factors. Among them, market factors ranks 
the highest. Since Vietnam stock market has fluctuated complexly, it is very difficult for 
investors to predict its trends, whereas available information is scratch and hard to filter. 
Consequently, they could not anticipate the reverse points to make profits. As a result, loss 
was unavoidable. Once they got loss, dissatisfaction is understandable. There is evidence 
showing that people are more distressed at the prospect of losses than they are pleased by 
equivalent gains (Barberis & Thaler, 2003, p.1077). Moreover, a loss coming after prior 
gain is proved less painful than usual while a loss arriving after a loss seems to be more 
painful than usual (Barberis & Huang, 2001, p.1248).  

In addition, regret aversion is found to have moderate impact on investors’ decision; hence, 
investors tend to avoid selling losing stocks. However, when stock price continues to go 
down, investors may have to take higher loss. Moreover, this decision makes they feel 
regretful since according to Fogel and Berry (2006, p114.), investors always regret for 
holding a decreasing stock too long.  

6.4 Effect of behavioral factors on investment performance 

As the findings presented in chapter 5, three groups of factors have effects on investment 
performance so-called herding, prospect and heuristics. Among them, heuristics and 
herding have positive effect while prospect has negative impact on the investment 
performance. The regression estimates of these behavioral factors on the investment 
performance are summarized in the following table: 

The impact The regression index 

Heuristics ���� Investment performance 0.68 

Herding ���� Investment performance 0.11 

Prospect ���� Investment performance -0.12 

Table 6.1. The impact levels of Heuristics, Herding, and Prospect factors on Investment 
performance (Source: The authors) 



 

Page | 58  

 

6.4.1 Heuristics factor – positive correlation 

Heuristics factor has positive impact on the investment performance, which implies that 
overconfidence and gambler’s fallacy are directly proportional to the investment result. 
Manager B agrees with this finding since he believes that the more confident investors are 
the more decisive actions they can make. In business, decisiveness is very important to 
catch great opportunities. Investors, who are confident, probably utilize their skills and 
knowledge in certain circumstances to improve the investment results.  

Many writers also believe that overconfidence is good. Barber and Odean state that 
overconfidence is greatest for difficult tasks and for forecasts with low predictability. 
Selecting common stocks that will outperform the market is a difficult task. Predictability is 
low and feedback is noisy. Thus, stock selection is the type of task for which people are 
most overconfident (Barber & Odean, 2001, p.263).  

Some other writers believe that overconfident investors trade much higher than their 
rational ones, thus they may significantly affect trading volume, market depth, distribution 
of wealth, and other outcomes (Allens & Evans, 2005, p.108). Wang (2001, p.138) 
recognizes that under-confidence and high overconfidence are not likely to exist in the long 
term, but moderate overconfidence can endure and dominate the rational behavior. 
Moreover, overconfident traders may excel to the point of dominating “rational” traders 
under certain circumstances. The analytical studies rest on the psychological finding that 
overconfidence is a widespread trait (Allens & Evans, 2005, p.108). Overconfidence 
therefore can effect positively to investment performance because making higher amounts 
of transactions probably results in greater returns than fewer transactions (Anderson et al., 
2005, p.72).  

Nonetheless, overconfident traders tend to believe more strongly in their own valuations, 
and concern less about the beliefs of others. They may hold unrealistic beliefs about how 
high their returns can be and how precisely these returns can be estimated. Thus, 
overconfident investors trade more often and underestimate the associated risks of active 
stocks (Kyle & Wang, 1997, p.2073; Odean, 1998a, p.1890). In addition, they expend too 
many resources (e.g., time and money) on investment information (Odean, 1998a, p.1890). 
Overconfident investors also hold riskier portfolios than those of rational investors with the 
same degrees of risk aversion (Odean, 1998a, p1890.). Furthermore, Kim and Nofsinger 
(2003, p.2) claim that overconfident investors are more likely to sell their winners and 
holding their losers, which can affect badly to their investment results. Thus, although 
overconfidence is good, investors should be careful as it may also have unexpected impact 
on investment performance. 

6.4.2 Herding factors – positive correlation 

Beside heuristics factor represented by overconfidence, herding factor also has positive 
impact on investment performance. Hirshleifer and Teoh (2003, p.45) argue that 
overconfidence can promote herding in security markets. 
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Herding behavior or “crow effects” happens when people imitate others’ decisions and 
often associated with large fluctuation of stock price or excessive volatility (Shiller, 1989, 
p.61). According to manager A, Vietnam stock market is not mature and lack of reliable 
information, so herding behavior is understandable. When many people re-act the same, a 
“wave” is created and anyone who can catch that “wave” will earn profits. As Vietnam 
stock market is small, wealthy corporations or individuals can dominate the price of some 
stocks. Thus, following these dominants may probably help investors to improve the 
investment results. Especially when investors are not risk seeking, following “crowd” is a 
safety choice to have at least average returns. Furthermore, herding results in significant 
increase in trading volumes (Tran, 2007, p.4), which in turn increases the liquidity. 
Consequently, investors can benefit from having quick capital turnover to have better 
returns. 

Whereas, herding investors try to be as good as their peers, non-herding traders seek to be 
better than competitors (Lutje, 2009, p.825). Therefore, in order to have higher returns, 
investors may have to consider the negative and positive impacts of herding carefully 
before making investment decisions.  

6.4.3 Prospect factors – negative correlation 

In contrast to heuristics and herding factors, prospect factors are found to affect negatively 
to investment performance.  

Regarding loss aversion, both manager A and manager B believe that loss aversion is a 
common behavior of investors; nevertheless, it may result in bad trading decisions affecting 
investor’s wealth. This opinion is consistent with what Odean (1999, p.1280; 1998a, 
p.1889) believes. According to manager A, after a gain, people are more confident about 
their ability, which leads to a hasty decision. They may underweight or ignore some 
information that can affect investment performance; especially they tend to believe in 
themselves rather than others’ opinions. As a result, they may overestimate the likelihood 
of success. Previous gain may make them become greedier and seek for more profits by 
investing more money. Thus, when unexpected things happen, the loss will be much higher 
than usual. In contrast, after a loss, people are certainly depressed. They become diffident 
when facing a decision. They seek as much information as possible and analyze them 
carefully. They only invest when they are sure of success. In reality, there is no investment 
without risk, so without taking risk investors cannot look for high return. Although 
investors should consider carefully before making decisions, too much carefulness may 
lead to slow actions, thus they may miss a good chance for investment and reduce 
opportunities to achieve high profits.  

In terms of regret aversion, which manifests itself by the fact that investors avoid selling 
decreasing shares; whereas, they are willing to sell increasing ones. The result shows that 
these behaviors affect negatively to investment performance. Manager A and manager B 
have the same opinion that regret aversion is common actions of investors in Vietnam. 
There may be some reasons explaining for such behaviors. The first reason is that when 
stock price is going up, traders want to realize profit to show their ability. In contrast, when 
price is going down, they do not want to be a loser so they keep the stocks and expect that 
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its trend will reverse. This explanation is consistent with the argument of Lehenkari and 
Perttunen (2004, p.116), and Shefrin and Statman (1985, p.781-782). The second reason is 
that, in decreasing period, the market liquidity is very low as buyers want to buy at floor 
price while sellers want to sell at ceiling price. Thus, selling losing stock is more difficult 
than winning ones. Manager A and manager B emphasize that both holding losing stocks 
too long and selling winning stocks too soon can result in return decrease. Selling stocks at 
the peak is always the perfect decision. Holding losing stocks while selling winning ones 
may lead to a portfolio full of losing ones leading to bad results. In trading, especially in 
stock market, when the price moves every second, making timely decisions in certain 
situations is the important element determining good investment performance.   

Mental accounting is a concept to demonstrate the fact that investors organize their 
portfolio into separate accounts to be treated separately (Barberis & Thaler, 2003, p.1108; 
Ritter, 2003, p.431). According to manager A, each element is a part of market and affected 
by the changes of market. Therefore, if investors do not consider each stock in relations to 
others, they cannot make good decisions to outperform the market. For example, if the 
whole market has downward trend, it is more likely that the stocks investors are holding 
will decrease and vice versa. In case their stocks have strong relationship with other stocks 
(in terms of customers, products, etc.), changes in price of one stock may affect to that of 
others. For example, when stock price of firms selling rubber increase because of good 
performance (due to the increase in rubber price globally), the stock price of firms selling 
rubber tires can certainly decrease as their business is affected by the high material price.  
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CHAPTER 7: QUALITY CRITERIA 

7.1 Introduction 

A study is not highly appreciated unless its quality meets the qualtity requirements. This 
chapter discusses the two main criteria for assessing the quality of a business research, 
namely validity and reliability. Validity is expressed through the measurement validity, 
internal validity, external validity and ecological validity whereas reliability is assessed 
through the stability, internal reliability and inter-observer consistency. Finally, the 
limitations of this study are presented. 

7.2 Validity 

Validity is concerned with the integrity of the conclusion generated from the research. 
Validity is evaluated through four elements so-called measurement validity, internal 
validity, external validity, and ecological validity (Bryman & Bell, 2011, p.42). 

Measurement validity deals with the question of whether a measure can actually provide 
measurements of a concept (Bryman & Bell, 2007, p.165). As the questionnaire is designed 
based on the theoretical models from previous studies, indicators for measurements are well 
applied to reflect truly the concept of “behavioral factors influencing investors’ decisions”. 
Besides, the 6-point Likert measurements remove the neutral opinions, which increase the 
measurements’ accuracy. In addition, collected data are processed and analyzed by 
employing SPSS and AMOS soft-wares to explore the factors affecting investors’ decisions 
and their correlations with investment performance and satisfaction. Thus, measurement 
validity is obtained throughout this study. 

In term of internal validity, this study incorporates causal relationships between 
independent variables (behavioral factors) and dependent variables (investment 
performance). Being supported by various studies, behavioral factors are said to influence 
investors’ decisions. Beside testing the impact of behavioral factors on traders’ decisions in 
Ho Chi Minh Stock market, the correlations between investment decisions and investment 
performance are also explored and only strong relationships are chose. Thus, internal 
validity is obtained.  

As a relative large sample is chosen by using stratified random sampling, the external 
validity requirement is fulfilled to some extent. As mentioned earlier in Chapter 4, 
respondents are picked up randomly from the customer databases of security companies. 
Since this is done through brokers of securities companies, the control over the whole 
process is weaker than when it is done by the researchers. Nevertheless, the brokers are 
explained clearly what is random sampling and how to choose respondents randomly, 
hence, it is believed that the possible biases are minimized to the lowest level. Due to time 
and resource constraint, only investors from ten security companies, which have highest 
market shares, are chosen. This leads to the issue of population as ten leading companies 
are not the whole population. Nonetheless, these companies do account for over 50% of the 
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market share, so, representativeness is obtained to some extent. Although the received 
answers do not truly reflect the distribution of population, the result can also be generalized 
due to all the reasons mentioned above. 

Regarding ecological validity, which is concerned with the question of whether or not the 
findings are applicable to people’s daily life naturally (Bryman & Bell, 2011, p.43), this 
study is at limited level. Questionnaire and interviews are said to be less natural due to the 
fact of having to answer the questions, which may not truly reflect what happens in reality 
(Bryman & Bell, 2011, p.43). Nonetheless, respondents are freely to answer the questions 
themselves whenever they feel comfortable without any pressure. The questionnaire 
including 6-point Likert measurements is designed to allow respondents to express the 
opinion precisely. Accordingly, the results are the manifestation of how investors behave or 
want to behave in reality. Furthermore, interviews with managers of the HOSE bring some 
insights into these choices. For all these reasons, the research certainly provides valid 
knowledge in people’s everyday lives to some extent.  

7.3 Reliability  

Reliability frequently refers to the consistency of a measure of concept, that is to say, if the 
research is carried out in the other similar context and the similar results can be obtained, 
the research is highly reliable (Saunders et al, 2007, p.149). Reliability is considered 
through three prominent factors namely stability, internal reliability and inter-observer 
consistency (Bryman & Bell, 2011, p.158).  

In this study, all the references are from reliable sources such as scientific journals, books 
or websites of professional bodies. Data is collected and analyzed by using scientific 
methods with computer aid in accordance with research questions and theories. Therefore, 
it demonstrates that there is sufficient reliability in this research.  

Stability includes a testing and retesting procedure through which a measure is applied to a 
specific sample at a specific time and it is reapplied to the same sample later on, so that the 
degrees of correlations between these two observations determines whether the measure is 
reliable (in cases of high correlations) or not (Bryman & Bell, 2011, p.158). Between two 
kinds of data, which are quantitative data collected from self-completion questionnaires and 
qualitative data obtained from interviews, quantitative data are more stable than qualitative 
one. Sampling for self-completion questionnaires are chosen by using stratified random 
sampling, which represents the population, thus, there is a high chance of receiving the 
same result in the second survey with the same context. However, in reality, behaviors are 
affected by various factors such as norms, beliefs; especially financial behaviors may be 
influenced by economic factors, which may change over time. It is unreasonable to expect 
everything “freezing” until the next research to test for stability. Therefore, the results are 
not expected to remain unchanged over time although random sampling is employed. For 
the explanations obtained from managers of the HOSE, it cannot be also correct forever as 
it references to the current situation of Vietnam, which is changing every second. Thus, 
stability is achieved at medium level. 
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Internal reliability of the scales is assessed using Cronbach’s Alpha, which allows 
researchers to estimate the reliability of participants’ responses to the measurements 
(Helms et al, 2006, p.633). As Cronbach’s Alpha calculates the average of all split-half 
reliability coefficients, it can totally answer the question of internal reliability that whether 
or not the indicators that make up the scale or index are consistent (Bryman & Bell, 2011, 
p.159). As many writers suggest the acceptable factor loading is 0.6 and above (Shelby, 
2010, p.143), so that all achieved scores for this study are more than 0.6 shows high level 
of internal reliability. 

In term of inter-observer consistency, which concerns with the likelihood of involving 
subjective judgment in research process or the consistency when there is more than one 
observer, as self-administered questionnaire is employed, the results are not affected by any 
subjective factors. Data are collected and analyzed in a very neutral manner. For the 
interview with managers of HOSE, as it is done by one person, the consistency is at 
achieved. Therefore, this study is considered as inter-observer consistent. 

7.4 Limitations of the study 

Beside the quality criteria are satisfied as mentioned above, the study has also some 
limitations as the following: 

• Although the sample size is relative high (N = 172) and satisfy the requirements of 
statistical methods; however, it is suggested to have a larger sample size in further 
research to reflect more accurately the realistic situation of Vietnam stock market. 

• As respondents are chosen from ten leading securities companies, gerneralization 
for the whole population is not perfectly fulfilled although random sampling is 
applied.  

• Behavioral finance and its measurements are very new to investors in Vietnam. 
There is very limited number of references for applications of behavioral finance in 
Vietnam as well as measurements of investment performance based on the 
perceptions of the investors. Moreover, the investment performance, which is 
assessed by the subjective awareness of the investors, has some limited sides. As 
mentioned in Chapter 6, some investors may not know their own expected return 
rates for their investments as well as the average return rate of the stock market. 
Therefore, the measurements of investment performance should combine the 
investors’ assessment with secondary data of the market to enhance the accuracy of 
the measurements. 
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CHAPTER 8: CONCLUSIONS AND RECOMMENDATIONS 

8.1 Introduction 

This chapter summarizes all the findings of the research, which are about the behavioral 
factors having the impacts on the individual investors’ decisions and performance. The 
chapter also gives some recommendations to the individual investors at HOSE. Besides, the 
contributions, and the further dimensions for research are also presented in this chapter. 

8.2 Conclusions 

The study is finished by giving all the answers for the research questions raised in the 
Chapter 1. This means the research objectives are done and the hypotheses are tested. The 
following part gives the conclusions for the study by presenting the main points to answer 
the research questions: 

What are the behavioral variables influencing individual investors’ decisions at the Ho Chi 

Minh Stock Exchange and which factors do they belong to? 

There are five behavioral factors that impact the investment decisions of individual 
investors at the Ho Chi Minh Stock Exchange: Herding, Market, Prospect, Overconfidence-
gamble’s fallacy, and Anchoring-ability bias. The herding factor includes four behavioral 
variables: following the decisions of the other investors (buying and selling; choice of 
trading stocks; volume of trading stocks; speed of herding). The market factor consists of 
three variables: price changes, market information, and past trends of stocks. The prospect 
factor possesses four variables that have significant impacts on the investment decision-
making: loss aversion, regret aversion, and mental accounting (two sub-variables). 
Whereas, the heuristic variables are grouped into two factors: overconfidence-gamble’s 
fallacy and anchoring-ability bias as mentioned above. The factor of overconfidence-
gamble’s fallacy consists of two variables: overconfidence and gamble’s fallacy while two 
variables: anchoring and ability bias belong to the factor of anchoring-ability bias. The 
findings suggest that the Hypothesis H1 is almost supported. 

At which impact levels do the behavioral factors influence the individual investors’ 

decisions at the Ho Chi Minh Stock Exchange? 

Most of the mentioned behavioral variables of four factors: Heuristic (including two sub-
factors), Prospect, and Herding have moderate impacts on individual investors’ decision 
making at HOSE. There are few items having low impacts on investors’ decisions: 
gambler’s fallacy, and speed of herding. Three variables of market (price changes, market 
information, and past trends of stocks) and one variable of Prospect (mental accounting) are 
several ones reported to have high influences on the investment decision making. These 
findings do not support the Hypothesis H2, which proposes that all factors of behavior 
finance have high impacts on individuals’ investment at HOSE. 
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At which impact levels do the behavioral factors influence the investment performance of 

individual investors at the Ho Chi Minh Stock Exchange? 

Only three factors are found to influence the Investment Performance: Herding (including 
buying and selling; choice of trading stocks; volume of trading stocks; speed of herding), 
Prospect (including loss aversion, regret aversion, and mental accounting), and Heuristic 
(including overconfidence and gamble’s fallacy). The heuristic behaviors are found to have 
the highest positive impact on the investment performance while the herding behaviors are 
reported to influence positively the investment performance at the lower level. In contrast, 
the prospect behaviors give the negative impact on the investment performance. The results 
do not support the hypothesis H3 that mentions that all behavioral factors have positive 
impacts on the investment performance.  

8.3 Contributions of the study 

The study draws an overall picture of impacts of behavioral factors on the investment 
decisions and performance of individuals at the Ho Chi Minh Stock Exchange. The study is 
based on the approaches of behavioral finance, which is different from prior studies in 
Vietnam mainly based on traditional finance, for example: Canh et al. (2008) which 
explores factors impacting the supply and demand of securities at the Ho Chi Minh Security 
market.  

This research is one of very few studies of factors impacting the stock investment decisions 
using behavioral finance in Vietnam. The study tries to use a full set of behavioral factors 
to assess their impacts on Vietnamese individual investors while prior studies only consider 
the impacts of some limited dimensions of behavioral factors, for examples: Nguyen and 
Vuong (2006); and Tran (2007) which focus mainly on herding effects. This study 
increases the numbers of application of behavioral finance in frontier and emerging stock 
markets.  

The 6-point measurements are tested for their consistency and reliability by Factor Analysis 
and Cronbach’s Alpha, which prove that behavioral finance can be used for Vietnam stock 
market. Besides, the measurements of investment performance in this research are designed 
to ask the investors to evaluate their own performance based on the criteria: the investment 
return rate and the level of investment satisfaction. This measurement method is different 
from prior authors, for example: Lin and Swanson (2003), Kim and Nofsinger (2003) and 
so on, who used the secondary data of investors’ results in the security markets. This 
research suggests that 6-point Likert measurements can be used to test the applications of 
behavior finance at the Stock Exchange.  

Beside the individual investors who may benefit directly from the findings of this study, the 
security organizations can use these findings as reference for their analysis and prediction 
of the trends of the security market. The joint-stock companies, which raise the capital from 
stockholders, can use the results of this study to have good decisions to attract the investors 
to buy their stocks. 
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8.4 Recommendations for individual investors at HOSE 

The findings show that overconfidence has positive impacts on the investment 
performance. Therefore, individual investors at the HOSE should be overconfident at an 
acceptable level to utilize their skills and knowledge in certain circumstances to improve 
the investment results. In the uncertainty, the overconfidence can be useful for the investors 
to do difficult tasks and help them to forecast the future trends. Vietnamese are very 
reactive and tend to be under-confident in some cases, so that this recommendation seems 
to be suitable for Vietnamese investors to improve their investment performance. However, 
overconfident traders tend to underestimate the associated risks of active stock investment, 
which can affect badly to their investment result. Therefore, an acceptable advice for the 
investors is that overconfidence is great for their investment if they can use it in the clever 
and suitable ways. 

Beside overconfidence, herding also has positive impact on investment performance. 
Vietnam stock market is not mature and lack of reliable information, so that individual 
investors should choose good investment partners or alliance to consider as references for 
their investment. They can establish the forums to support each other in finding reliable 
information of stock market. The cooperation of a crowd of investors can help them limit 
the risks and increase the chances to have good investment results. 

In contrast to overconfidence and herding, the findings suggest that prospect factors (loss 
aversion, regret aversion, and mental accounting) impact negatively to investment 
performance. Recommendations given to investors are that they should consider carefully 
before making investment decisions, but should not care too much about the prior loss for 
their later investment decisions. This can limit the good chances of investment and impact 
badly the psychology of the investors and lead to bad investment performance. Besides, the 
investors should not reduce their regret in investment by avoiding selling decreasing stocks 
and selling increasing ones. As discussed above, this can lead to the fact that the investors 
can keep all losing stocks and this impact negatively the investment performance. Finally, 
the investors should not divide their investment portfolio into separate accounts because 
each element of the portfolio may have a strict relation to the others and the treating each 
element as an independence can be result a bad investment performance. 

8.5 Further research 

This study is one of the volunteers using behavioral finance in Vietnam with the 
measurements of 6-point Likert. It is necessary to have further researches to confirm the 
findings of this research with the larger sample size and the more diversity of respondents. 
It is also suggested to conduct the further researches to improve the measurements of 
behavioral finance as well as adjust them to fit the case of Vietnam security market. 

The further researches are also suggested to apply behavioral finance to explore the 
behaviors influencing the decisions of institutional investors at the Stock Exchanges of 
Vietnam. These researches can help to test the suitability of applying behavioral finance for 
all kinds of security markets with all components of investors.  
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APPENDIX 

APPENDIX 4.1. Questionnaire (English version) 
 

I. PERSONAL INFORMATION  
 

1. Gender          Male     Female   

2. Age  

18 ~ 25    26 ~ 35   36 ~ 45   46 ~ 55  Over 55   

                             

3. Marital Status:  Single            Married          Divorced  

4. Education level 

 

5. Years of working: 

 

6. Please estimate your average monthly income (EUR) 

 

7. How long have you attended the stock market 

 

 

High school and lower  Under-graduate   Bachelor                     

Master  PhD degree   Others  

Under 5 years  5 - 10 years   Over 10 years                   

Under 200  200 - under 400  400 -  under 700               

More than 700      

Under 1 year  1 - under 3 years  3 - under 5 years                 

5 - under 10 years  Over 10 years    
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8. Please name the security company that you are holding an account for stock investment. 

 

9. Have you attended any course of Stock Exchange? 

                      Yes                          Not yet 

10. The total amount of money (EUR) that you have invested at the Ho Chi Minh Stock Market. 

 

11. The total amount of money (EUR) that you have invested at the Ho Chi Minh security 
market during the last year. 

 

 

Saigon Securities 
Incorporation (SSI) 

 Thang Long Securities 
Joint Stock Company 
(TLS) 

 Ho Chi Minh 
Securities 
Corporation (HSC) 

 

Sacombank Securities 
Joint Stock Company 
(Sacombank-SBS) 

 ACB Securities 
Company Ltd. (ACBS) 

 FPT Securities 
Joint Stock 
Company (FPTS) 

 

Bao Viet Securities 
Joint Stock Company 
(BVSC) 

 VPBank Securities 
Company Limited 
(VPBS) 

 Hoa Binh 
Securities Joint 
Stock Company 
(HBS) 

 

C VNDirect Securities 
Corporation (VNDS) 

     

Under 2000  From 2000  to under 
4000 

 From 4000 to under 
10000 

 

From 10000 to under 
200000 

 From 20000 to under 
30000 

 Over 30000    

Under 2000  From 2000  to under 
4000 

 From 4000 to 
under 10000 

 

From 10000 to under 
200000 

 From 20000 to under 
30000 

 Over 30000    



 

Page | 78  

 

II. BEHAVIORAL FACTORS INFLUENCING YOUR INVESTMENT DECISIONS 
Please evaluate the degree of your agreement with the impacts of behavioral factors on your 
investment decision making: 

FACTORS 
Extremely 
disagree 

Highly 
disagree 

Somewhat 
disagree 

Somewhat 
agree 

Highly 
agree 

Extremely 
agree 

12.  You buy ‘hot’ stocks and avoid 
stocks that have performed poorly in the 
recent past. 

1  2   3   4   5   6   

13. You use trend analysis of some 
representative stocks to make 
investment decisions for all stocks that 
you invest. 

1   2   3   4   5   6   

14. You believe that your skills and 
knowledge of stock market can help 
you to outperform the market. 

1   2   3   4   5   6   

15. You rely on your previous 
experiences in the market for your next 
investment. 

1   2   3   4   5   6   

16. You forecast the changes in stock 
prices in the future based on the recent 
stock prices. 

1   2   3   4   5   6   

17. You are normally able to anticipate 
the end of good or poor market returns 
at the Ho Chi Minh Stock Exchange. 

1   2   3   4   5   6   

18. You prefer to buy local stocks than 
international stocks because the 
information of local stocks is more 
available. 

1  2   3   4   5   6   

19. You consider the information from 
your close friends and relatives as the 
reliable reference for your investment 
decisions. 

1  2   3   4   5   6   

20. After a prior gain, you are more risk 
seeking than usual. 

1   2   3   4   5   6   

21. After a prior loss, you become more 
risk averse. 

1   2   3   4   5   6   
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22. You avoid selling shares that have 
decreased in value and readily sell 
shares that have increased in value. 

1   2   3   4   5   6   

23. You feel more sorrow about holding 
losing stocks too long than about selling 
winning stocks too soon. 

1   2   3   4  5   6   

24. You tend to treat each element of 
your investment portfolio separately. 

1  2   3   4   5   6   

25. You ignore the connection between 
different investment possibilities. 

1  2   3   4   5   6   

26. You consider carefully the price 
changes of stocks that you intend to 
invest in. 

1   2   3   4   5   6   

27. You have the over-reaction to price 
changes of stocks. 

1   2   3   4   5   6   

28. Market information is important for 
your stock investment. 

1   2   3   4   5   6   

29. You put the past trends of stocks 
under your consideration for your 
investment. 

1   2   3   4   5   6   

30. You analyze the companies’ 
customer preference before you invest 
in their stocks. 

1   2   3   4   5   6  

31. You study about the market 
fundamentals of underlying stocks 
before making investment decisions. 

1   2   3   4   5   5   

32. Other investors’ decisions of 
choosing stock types have impact on 
your investment decisions. 

1   2   3   4   5   6  

33. Other investors’ decisions of the 
stock volume have impact on your 
investment decisions. 

1   2   3   4   5   6  

34. Other investors’ decisions of buying 
and selling stocks have impact on your 
investment decisions. 

1   2   3   4   5   6  

35. You usually react quickly to the 
changes of other investors’ decisions 
and follow their reactions to the stock 
market. 

1   2   3   4   5   6  
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III. YOUR  INVESTMENT PERFORMANCE 
Please give your opinions about the levels of agreement for the following statements: 

Statements 
Extremely 
disagree 

Highly 
disagree 

Somewhat 
disagree 

Somewhat 
agree 

Highly 
agree 

Extremely 
agree 

36. The return rate of your recent stock 
investment meets your expectation. 

1   2   3   4   5   6   

37. Your rate of return is equal to or higher 
than the average return rate of the market. 

1   2   3   4   5   6   

38. You feel satisfied with your investment 
decisions in the last year (including selling, 
buying, choosing stocks, and deciding the 
stock volumes). 

1   2   3   4   5   6   
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APPENDIX 4.2. Questionnaire (Vietnamese version) 

PHIẾU PHỎNG VẤN NHÀ ðẦU TƯ CÁ NHÂN VỀ CÁC NHÂN TỐ TÁC ðỘNG ðẾN 
QUYẾT ðỊNH ðẦU TƯ CHỨNG KHOÁN 

Kính gửi: Ông/ Bà 

Chúng tôi là sinh viên cao học ngành Phát triển kinh doanh và Quốc tế hóa tại ðại học Umea – 
Thụy ðiển. Chúng tôi hiện ñang trong quá trình làm luận văn tốt nghiệp về ñề tài “Nghiên cứu các 
nhân tố hành vi tác ñộng ñến quyết ñịnh ñầu tư chứng khoán của nhà ñầu tư cá nhân tại Việt Nam”. 
Chính vì vậy, chúng tôi mong Ông/Bà, với tư cách là nhà ñầu tư cá nhân, ñưa ra các quan ñiểm của 
mình thông qua bản câu hỏi ñính kèm dưới ñây. 

Chúng tôi kính mong quý Ông/Bà dành 5-10 phút ñể giúp chúng tôi hoàn tất bảng câu hỏi. Kết quả 
thu ñược từ cuộc ñiều tra này không những giúp chúng tôi hoàn thành tốt luận văn mà còn giúp các 
nhà ñầu tư có ñược những thông tin bổ ích cho quyết ñịnh ñầu tư của mình. Tất cả số liệu thu thập 
sẽ ñược giữ kín và trình bày dưới hình thức báo cáo tổng hợp, ñảm bảo mọi thông tin cá nhân không 
bị tiết lộ.  

Chúng tôi rất biết ơn sự giúp ñỡ của quý Ông/Bà và chúc Ông/Bà luôn là nhà ñầu tư thành công trên 
sàn chứng khoán Việt Nam. Nếu quý Ông/Bà có nhu cầu, chúng tôi sẵn sàng cung cấp báo cáo tổng 
hợp của cuộc ñiều tra này ñể ông bà tham khảo. 

Mọi chi tiết xin liên hệ: 

ðoàn Thị Thu Hà, Email: thth0017@student.umu.se 
Lê Phước Luông, Email: leph0002@student.umu.se  
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BẢNG CÂU HỎI  

I. THÔNG TIN CÁ NHÂN 

1. Giới tính  Nam      Nữ    

2. Tuổi  

18 ~ 25    26 ~ 35   36 ~ 45   46 ~ 55  Trên 55   

3. Tình trạng hôn nhân  

ðộc thân  Lập gia ñình  Ly dị  

4. Trình ñộ học vấn 

 

5. Số năm kinh nghiệm làm việc 

 

6. Xin vui lòng cho biết thu nhập bình quân tháng của Ông/Bà 

 

7. Ông/Bà ñã ñầu tư trên sàn chứng khoán bao lâu? 

  

Cấp 3 trở xuống  Cao ñẳng, trung học chuyên 
nghiệp 

 ðại học  

Thạc sỹ  Tiến sĩ  Khác  

Dưới 5 năm  5 – 10 năm  Trên 10 năm  

Dưới 6 triệu VNð (tương ñương 200 EUR)*  Từ 6 ñến dưới 12 triệu VNð (tương ñương 

từ 200 EUR ñến dưới 400 EUR)* 
 

Từ 12 ñến dưới 21 triệu VNð (tương ñương 

từ 400 EUR ñến dưới 700 EUR)* 
 Trên 21 triệu VNð (tương ñương trên 700 

EUR)* 
 

Dưới 1 năm  Từ 1 ñến 3 năm  Từ trên 3 năm ñến 5 
năm 

 

Từ trên 5 năm ñến 10 năm  Trên 10 năm    
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8. Ông/Bà vui lòng cho biết tài khoản ñầu tư của ông/bà ñược mở tại công ty chứng khoán 
nào? 

9. Ông/Bà ñã từng tham gia khóa ñào tạo nào về chứng khoán chưa? 

                      Có             Chưa 

10. Ông/Bà vui lòng cho biết tổng số tiền ñầu tư của ông/bà trên sàn Hồ Chí Minh trong năm 
vừa qua 

 

11. Ông/Bà vui lòng cho biết tổng số tiền ñầu tư của ông/bà trên sàn Hồ Chí Minh từ khi tham 
gia vào thị trường chứng khoán trên sàn TP Hồ Chí Minh. 

Công ty Cổ phần Chứng 
khoán Sài Gòn (SSI) 

 Công ty Cổ phần Chứng 
khoán Thăng Long (TLS) 

 Công ty Cổ phần Chứng 
khoán Tp.HCM (HSC) 

 

Công ty Cổ phần Chứng 
khoán NH Sài Gòn Thương 
Tín (Sacombank-SBS) 

 Công ty Cổ phần Chứng 
khoán ACB (ACBS) 

 Công ty Cổ phần Chứng 
khoán FPT (FPTS) 

 

Công ty Cổ phần Chứng 
khoán Bảo Việt (BVSC) 

 Công ty Cổ phần Chứng 
khoán NH Việt Nam 
Thịnh Vượng (VPBS) 

 Công ty Cổ phần Chứng 
khoán Hòa Bình (HBS) 

 

Công ty Cổ phần Chứng 
khoán VN Direct (VNDS) 

     

Dưới 60 triệu VNð (tương 

ñương 2000 EUR)* 
 Từ 60 triệu VNð ñến dưới 

120 triệu VNð (tương ñương 

từ 2000  EUR ñến dưới 4000 

EUR)* 

 Từ 120 triệu VNð ñến 
dưới 300 triệu VNð 
(tương ñương từ 4000  

EUR ñến dưới 10000 

EUR)* 

 

Từ 300 triệu VNð ñến 
dưới 600 triệu VNð 
(tương ñương 10000 EUR 

ñến dưới 20000 EUR)* 

 Từ 600 triệu VNð ñến 900 
triệu VNð (tương ñương từ 

20000  EUR ñến dưới 30000 

EUR)* 

 Trên 900 triệu VNð 
(tương ñương trên 

30000 EUR)* 

 

Dưới 60 triệu VNð (tương 

ñương 2000 EUR)* 
 Từ 60 triệu VNð ñến dưới 

120 triệu VNð (tương ñương 

từ 2000  EUR ñến dưới 4000 

EUR)* 

 Từ 120 triệu VNð ñến 
dưới 300 triệu VNð 
(tương ñương từ 4000  

EUR ñến dưới 10000 

EUR)* 

 

Từ 300 triệu VNð ñến 
dưới 600 triệu VNð 
(tương ñương 10000 EUR 

ñến dưới 20000 EUR)* 

 Từ 600 triệu VNð ñến 900 
triệu VNð (tương ñương từ 

20000  EUR ñến dưới 30000 

EUR)* 

 Trên 900 triệu VNð 
(tương ñương trên 

30000 EUR)* 
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II.  CÁC YẾU TỐ ÀNH HƯỞNG ðẾN QUYẾT ðỊNH ðẦU TƯ 

Xin Ông/Bà ñánh giá mức ñộ ñồng tình của Ông/Bà ñối với các phát biểu sau ñây 

Các nhận ñịnh 

Hoàn 
toàn 

không 
ñồng 

ý 

Rất 
không 
ñồng 

ý 

Hơi 
không 
ñồng 

ý 

Hơi 
ñồng 

ý 

Rất 
ñồng 

ý 

Hoàn 
toàn 
ñồng 

ý 

12. Ông/Bà mua các loại chứng khoán “nóng” và tránh mua 
những chứng khoán sinh lợi kém trong giai ñoạn gần ñây.  

1  2   3   4   5   6   

13. Ông/Bà phân tích xu hướng của một vài cổ phiếu ñại diện 
ñể ra quyết ñịnh ñầu tư cho các cổ phiếu khác. 

1   2   3   4   5   6   

14. Ông/Bà tin rằng kĩ năng và kiến thức của ông/bà về thị 
trường chứng khoán có thể giúp ông/bà ñạt ñược mức sinh lợi 
cao hơn mức trung bình của thị trường. 

1   2   3   4   5   6   

15. Ông/Bà dựa trên những kinh nghiệm bản thân tích lũy 
ñược từ những ñầu tư trong quá khứ ñể ra quyết ñịnh cho các 
ñầu tư trong tương lai. 

1   2   3   4   5   6   

16. Ông/Bà dự báo sự thay ñổi giá chứng khoán dựa trên giá 
hiện tại. 

1   2   3   4   5   6   

17. Ông/Bà luôn có khả năng lường trước ñược các ñiểm ñảo 
chiều trên sàn chứng khoán TP Hồ Chí Minh. 

1   2   3   4   5   6   

18. Ông/Bà ưu tiên ñầu tư vào các cổ phiếu trong nước hơn 
các cổ phiếu nước ngoài do các thông tin về cổ phiếu trong 
nước ñầy ñủ hơn. 

1  2   3   4   5   6   

19. ðối với Ông/Bà, thông tin có ñược từ người thân và bạn 
bè là nguồn tin ñáng tin cậy cho quá trình ra quyết ñịnh ñầu 
tư. 

1  2   3   4   5   6   

20. Sau những ñầu tư thành công, ông/bà trở nên mạo hiểm 
hơn. 

1   2   3   4   5   6   

21. Sau những ñầu tư thất bại, ông/bà ít mạo hiểm hơn. 1   2   3   4   5   6   

22. Ông/Bà tránh bán những cổ phiếu giảm giá trị và sẵn sàng 
bán những cổ phiếu tăng giá trị. 

1   2   3   4   5   6   

23. Ông/Bà cảm thấy tiếc khi giữ những cổ phiếu giảm giá 
quá lâu hơn là khi bán những cổ phiếu tăng giá quá sớm. 

1   2   3   4  5   6   

24. Ông/Bà ra quyết ñịnh ñối với từng cổ phiếu trong danh 
mục ñầu tư của mình ñộc lập, không phụ thuộc lẫn nhau. 

1  2   3   4   5   6   

25. Ong/Bà bỏ qua mối liên hệ giữa những khả năng ñầu tư 
khác nhau. 

1  2   3   4   5   6   

26. Ông/Bà xem xét kĩ lưỡng sự thay ñổi về giá của cổ phiếu 
mà ông/bà dự ñịnh ñầu tư. 

1   2   3   4   5   6   

27. Ông/Bà phản ứng mạnh ñối với sự thay ñổi về giá của 
chứng khoán. 

1   2   3   4   5   6   
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28. Thông tin thị trường rất quan trọng trong quá trình ra 
quyết ñịnh ñầu tư chứng khoán của ông/bà. 

1   2   3   4   5   6   

29. Ông/Bà xem xét xu hướng trong quá khứ của cổ phiếu 
trước khi ra quyết ñịnh ñầu tư. 

1   2   3   4   5   6   

30. Ông/Bà phân tích thị hiếu khách hàng của công ty trước 
khi ra quyết ñịnh ñầu tư vào cổ phiếu của công ty ñó. 

1   2   3   4   5   6  

31. Ông/Bà nghiên cứu các quyền mua bán của cổ phiếu 
trước khi ñưa ra quyết ñịnh ñầu tư (bao gồm cả chứng khoán 
ưu ñãi và hợp ñồng mua bán tương lai hay còn gọi là chứng 
khoán phái sinh). 

1   2   3   4   5   5   

32. Quyết ñịnh chọn loại chứng khoán của các nhà ñầu tư 
khác ảnh hưởng ñến quyết ñịnh ñầu tư của ông/bà. 

1   2   3   4   5   6  

33. Quyết ñịnh về số lượng cổ phiếu mua bán của các nhà 
ñầu tư khác ảnh hưởng ñến quyết ñịnh ñầu tư của ông/bà. 

1   2   3   4   5   6  

34. Quyết ñịnh mua bán chứng khoán của các nhà ñầu tư 
khác ảnh hưởng ñến quyết ñịnh ñầu tư của ông/bà. 

1   2   3   4   5   6  

35. Ông/Bà phản ứng rất nhanh ñối với sự thay ñổi quyết 
ñịnh của các nhà ñầu tư khác và ñi theo các quyết ñịnh của 
họ. 

1   2   3   4   5   6  

II. KẾT QUẢ ðẦU TƯ CỦA ÔNG/BÀ 

Xin Ông/Bà vui lòng lựa chọn mức ñộ ñồng tình của ông/bà ñối với những phát biểu sau ñây 

Các nhận ñịnh 

Hoàn 
toàn 

không 
ñồng 

ý 

Rất 
không 
ñồng 

ý 

Hơi 
không 
ñồng 

ý 

Hơi 
ñồng 

ý 

Rất 
ñồng 

ý 

Hoàn 
toàn 
ñồng 

ý 

36. Các ñầu tư trong năm vừa qua của ông/bà ñem lại mức sinh 
lợi như ông/bà mong muốn. 

1   2   3   4   5   6   

37. Cổ phiếu của ông/bà ñem lại mức sinh lợi bằng hoặc cao hơn 
mức trung bình của thị trường. 

1   2   3   4   5   6   

38. Ông/Bà cảm thấy hài lòng với những quyết ñịnh ñầu tư chứng 
khoán trong năm vừa qua của mình (bao gồm cả quyết ñịnh mua, 
bán, chọn loại cổ phiếu và số lượng cổ phiếu). 

1   2   3   4   5   6   

Ghi chú: * Tỉ giá quy ñổi ñược áp dụng là 30000 (EUR/VNð) 
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APPENDIX 5.1. Factor analysis for behavioral variables and investment 
performance 

 
 

 
 
 Rotated Component Matrix(a) 

 
Component 

1 2 3 4 5 6 

Y1: The return rate of your recent stock investment 
meets your expectation. 

 .882     

Y2: Your rate of return is equal to or higher than the 
average return rate of the market. 

 .817     

KMO and Bartlett's Test

.728

1046.953

153

.000

Kaiser-Meyer-Olkin Measure of Sampling

Adequacy.

Approx. Chi-Square

df

Sig.

Bartlett's Test of

Sphericity

Total Variance Explained

3.684 20.469 20.469 2.956 16.422 16.422

2.797 15.537 36.006 2.552 14.177 30.599

2.227 12.374 48.380 2.229 12.386 42.985

1.529 8.494 56.874 1.874 10.410 53.395

1.054 5.857 62.731 1.389 7.718 61.113

1.007 5.593 68.324 1.298 7.211 68.324

.862 4.790 73.115

.720 4.002 77.117

.651 3.617 80.734

.587 3.261 83.995

.527 2.928 86.923

.474 2.634 89.557

.425 2.359 91.916

.381 2.118 94.034

.346 1.920 95.954

.288 1.599 97.553

.247 1.374 98.927

.193 1.073 100.000

Component

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

Total % of Variance Cumulative % Total % of Variance Cumulative %

Initial Eigenvalues Rotation Sums of Squared Loadings

Extraction Method: Principal Component Analysis.
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Component 

1 2 3 4 5 6 

Y3: You feel satisfied with your investment decisions 
in the last year (including selling, buying, choosing 
stocks, and deciding the stock volumes). 

 .786     

X3: You believe that your skills and knowledge of 
stock market can help you to outperform the market. 

     .655 

X5: You forecast the changes in stock prices in the 
future based on the recent stock prices 

    .805  

X6: You are normally able to anticipate the end of 
good or poor 

     .607 

X7: You prefer to buy local stocks than international 
stocks because the information of local stocks is 
more available. 

    .671  

X10: After a prior loss, you become more risk averse.    .662   

X11: You avoid selling shares that have decreased in 
value and readily sell shares that have increased in 
value. 

   .505   

X13: You tend to treat each element of  your 
investment portfolio separately. 

   .726   

X14: You ignore the connection between different 
investment possibilities 

   .679   

X15: You consider carefully the price changes of 
stocks that you intend to invest in. 

  .794    

X17: Market information is important for your stock 
investment. 

  .773    

X18: You put the past trends of stocks under your 
consideration for your investment. 

  .758    

X21: Other investors' decisions of choosing stock 
types have impact on your investment decisions. 

.881      

X22: Other investors' decisions of the stock volume 
have impact on your investment decisions. 

.854      

X23: Other investors' decisions of buying and selling 
stocks have impact on your investment decisions. 

.873      

X24: You usually react quickly to the changes of 
other investors' decisions and follow their reactions to 
the stock market. 

.697      

 
Extraction Method: Principal Component Analysis.  
  Rotation Method: Varimax with Kaiser Normalization. 

a  Rotation converged in 7 iterations. 
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APPENDIX 5.2. Cronbach’s Alpha Test for items of factors 

Cronbach's Alpha 
Cronbach's Alpha Based on 

Standardized Items 
N of Items 

.620 .620 2 

 

 
 

Reliability Statistics 
 

Cronbach's Alpha 
Cronbach's Alpha Based 
on Standardized Items 

N of Items 

.60 .60 2 

 
 

 
 
 
 

ANOVAa

294.826 171 1.724

39.116 1 39.116 51.899 .000

128.884 171 .754

168.000 172 .977

462.826 343 1.349

Between People

Between Items

Residual

Total

Within People

Total

Sum of

Squares df Mean Square F Sig

Grand Mean = 3.18

The covariance matrix is calculated and used in the analysis.a. 

Item-Total Statistics

2.84 1.197 .392 .154 .
a

3.52 1.280 .392 .154 .
a

X3: You believe that your

skills and knowledge of

stock market can help you

to outperform the market.

X6: You are normally able

to anticipate the end of

good or poor

Scale Mean if

Item Deleted

Scale

Variance if

Item Deleted

Corrected

Item-Total

Correlation

Squared

Multiple

Correlation

Cronbach's

Alpha if Item

Deleted

The value is negative due to a negative average covariance among items. This violates reliability

model assumptions. You may want to check item codings.

a. 
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Item-Total Statistics 
 

  

Scale Mean 
if Item 
Deleted 

Scale 
Variance if 

Item Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 

Correlation 

Cronbach's 
Alpha if 

Item Deleted 
X5: You forecast the 
changes in stock 
prices in the future 
based on the recent 
stock prices 

3.95 2.342 .300 .079 .(a) 

X7: You prefer to 
buy local stocks than 
international stocks 
because the 
information of local 
stocks is more 
available. 

3.44 1.523 .300 .079 .(a) 

a  The value is negative due to a negative average covariance among items. This violates reliability 
model assumptions. You may want to check item codings. 
 
 

 

 

ANOVAa

421.451 171 2.465

22.003 1 22.003 15.710 .000

239.497 171 1.401

261.500 172 1.520

682.951 343 1.991

Between People

Between Items

Residual

Total

Within People

Total

Sum of

Squares df Mean Square F Sig

Grand Mean = 3.69

The covariance matrix is calculated and used in the analysis.a. 

Reliability Statistics

.863 .863 4

Cronbach's

Alpha

Cronbach's

Alpha Based

on

Standardized

Items N of Items
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Item-Total Statistics

9.84 7.829 .779 .610 .797

9.74 7.726 .703 .543 .829

9.69 7.770 .777 .616 .797

10.25 8.773 .592 .376 .871

X21: Other investors'

decisions of choosing

stock types have impact

on your investment

decisions.

X22: Other investors'

decisions of the stock

volume have impact on

your investment

decisions.

X23: Other investors'

decisions of buying and

selling stocks have

impact on your investment

decisions.

X24: You usually react

quickly to the changes of

other investors' decisions

and follow their reactions

to the stock market.

Scale Mean if

Item Deleted

Scale

Variance if

Item Deleted

Corrected

Item-Total

Correlation

Squared

Multiple

Correlation

Cronbach's

Alpha if Item

Deleted

ANOVAa

583.192 171 3.410

33.320 3 11.107 23.723 .000

240.180 513 .468

273.500 516 .530

856.692 687 1.247

Between People

Between Items

Residual

Total

Within People

Total

Sum of

Squares df Mean Square F Sig

Grand Mean = 3.29

The covariance matrix is calculated and used in the analysis.a. 
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Item Statistics

3.71 1.265 172

3.67 1.297 172

4.02 1.147 172

3.16 1.153 172

X10: After a prior loss,

you become more risk

averse.

X11: You avoid selling

shares that have

decreased in value and

readily sell shares that

have increased in value.

X13: You tend to treat

each element of  your

investment portfolio

separately.

X14: You ignore the

connection between

different investment

possibilities

Mean Std. Deviation N

Item-Total Statistics

10.85 6.698 .436 .197 .531

10.89 6.801 .394 .172 .564

10.55 6.974 .472 .223 .508

11.40 7.750 .322 .121 .610

X10: After a prior loss,

you become more risk

averse.

X11: You avoid selling

shares that have

decreased in value and

readily sell shares that

have increased in value.

X13: You tend to treat

each element of  your

investment portfolio

separately.

X14: You ignore the

connection between

different investment

possibilities

Scale Mean if

Item Deleted

Scale

Variance if

Item Deleted

Corrected

Item-Total

Correlation

Squared

Multiple

Correlation

Cronbach's

Alpha if Item

Deleted
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 ANOVA(a) 
 

  
Sum of 
Squares df 

Mean 
Square F Sig 

Between People 411.107 171 2.404     
Within People Between Items 2.713 2 1.357 2.066 .05 
  Residual 224.620 342 .657     
  Total 227.333 344 .661     
Total 638.440 515 1.240     

Grand Mean = 4.47 
a  The covariance matrix is calculated and used in the analysis. 
 
 

ANOVAa

476.574 171 2.787

64.702 3 21.567 20.602 .000

537.048 513 1.047

601.750 516 1.166

1078.324 687 1.570

Between People

Between Items

Residual

Total

Within People

Total

Sum of

Squares df Mean Square F Sig

Grand Mean = 3.64

The covariance matrix is calculated and used in the analysis.a. 

Reliability Statistics

.727 .727 3

Cronbach's

Alpha

Cronbach's

Alpha Based

on

Standardized

Items N of Items

Item-Total Statistics

8.95 3.507 .547 .300 .642

8.84 3.751 .552 .305 .636

9.01 3.672 .547 .300 .641

X15: You consider

carefully the price

changes of stocks that

you intend to invest in.

X17: Market information

is important for your

stock investment.

X18: You put the past

trends of stocks under

your consideration for

your investment.

Scale Mean if

Item Deleted

Scale

Variance if

Item Deleted

Corrected

Item-Total

Correlation

Squared

Multiple

Correlation

Cronbach's

Alpha if Item

Deleted
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 ANOVA(a) 
 

  
Sum of 
Squares df Mean Square F Sig 

Between People 466.455 171 2.728     
Within People Between Items 9.116 2 4.558 9.194 .000 

Residual 169.550 342 .496     
Total 178.667 344 .519     

Total 645.122 515 1.253     
Grand Mean = 2.72 
a  The covariance matrix is calculated and used in the analysis. 
 
  

Reliability Statistics

.818 .822 3

Cronbach's

Alpha

Cronbach's

Alpha Based

on

Standardized

Items N of Items

Item-Total Statistics

5.59 3.974 .749 .567 .677

5.43 4.036 .658 .480 .763

5.27 3.893 .616 .401 .812

Y1: The return rate of your

recent stock investment

meets your expectation.

Y2: Your rate of return is

equal to or higher than the

average return rate of the

market.

Y3: You feel satisfied with

your investment decisions

in the last year (including

selling, buying, choosing

stocks, and deciding the

stock volumes).

Scale Mean if

Item Deleted

Scale

Variance if

Item Deleted

Corrected

Item-Total

Correlation

Squared

Multiple

Correlation

Cronbach's

Alpha if Item

Deleted
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APPENDIX 5.3. Structural Equation Modeling for Behavioral Factors and 
Investment Performance 

Notes for Model (Default model) 

Computation of degrees of freedom (Default model) 

         Number of distinct sample moments: 78 

         Number of distinct parameters to be estimated: 27 

          Degrees of freedom (78 - 27): 51 

Result (Default model) 

Minimum was achieved 

Chi-square = 114.983 

Degrees of freedom = 51 

Probability level = .000 

Regression Weights: (Group number 1 - Default model) 

   
Estimate S.E. C.R. P Label 

InvestmentPerformance <--- Herding .156 .104 1.498 .03 
 

InvestmentPerformance <--- Prospect -.161 .126 -1.279 .05 
 

InvestmentPerformance <--- Heuristic .866 .187 4.635 *** 
 

Q35 <--- Herding 1.000 
    

Q34 <--- Herding 1.349 .150 8.989 *** 
 

Q33 <--- Herding 1.331 .157 8.500 *** 
 

Q32 <--- Herding 1.325 .148 8.962 *** 
 

Q24 <--- Prospect 1.000 
    

Q22 <--- Prospect 1.060 .268 3.952 *** 
 

Q21 <--- Prospect 1.059 .269 3.938 *** 
 

Q36 <--- InvestmentPerformance 1.000 
    



 

Page | 95  

 

   
Estimate S.E. C.R. P Label 

Q37 <--- InvestmentPerformance .895 .088 10.125 *** 
 

Q38 <--- InvestmentPerformance .868 .095 9.176 *** 
 

Q17 <--- Heuristic 1.000 
    

Q14 <--- Heuristic .883 .187 4.711 *** 
 

Standardized Regression Weights: (Group number 1 - Default model) 

   
Estimate 

InvestmentPerformance <--- Herding .114 

InvestmentPerformance <--- Prospect -.119 

InvestmentPerformance <--- Heuristic .683 

Q35 <--- Herding .646 

Q34 <--- Herding .857 

Q33 <--- Herding .786 

Q32 <--- Herding .852 

Q24 <--- Prospect .607 

Q22 <--- Prospect .569 

Q21 <--- Prospect .583 

Q36 <--- InvestmentPerformance .899 

Q37 <--- InvestmentPerformance .761 

Q38 <--- InvestmentPerformance .688 

Q17 <--- Heuristic .677 

Q14 <--- Heuristic .579 
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CMIN 

Model NPAR CMIN DF P CMIN/DF 

Default model 27 114.983 51 .000 2.255 

Saturated model 78 .000 0 
  

Independence model 12 776.372 66 .000 11.763 

RMR, GFI 

Model RMR GFI AGFI PGFI 

Default model .143 .950 .96 .93 

Saturated model .000 1.000 
  

Independence model .335 .91 .92 .92 

Baseline Comparisons 

Model 
NFI 

Delta1 
RFI 

rho1 
IFI 

Delta2 
TLI 

rho2 
CFI 

Default model .92 .908 .912 .960 .950 

Saturated model 1.000 
 

1.000 
 

1.000 

Independence model .000 .000 .000 .000 .000 

Parsimony-Adjusted Measures 

Model PRATIO PNFI PCFI 

Default model .773 .858 .903 

Saturated model .000 .000 .000 

Independence model 1.000 .000 .000 

 
  



 

Page | 97  

 

NCP 

Model NCP LO 90 HI 90 

Default model 63.983 36.655 99.039 

Saturated model .000 .000 .000 

Independence model 710.372 624.360 803.824 

FMIN 

Model FMIN F0 LO 90 HI 90 

Default model .672 .374 .214 .579 

Saturated model .000 .000 .000 .000 

Independence model 4.540 4.154 3.651 4.701 

RMSEA 

Model RMSEA LO 90 HI 90 PCLOSE 

Default model .08 .065 .107 .004 

Independence model .051 .035 .067 .000 

AIC 

Model AIC BCC BIC CAIC 

Default model 168.983 173.426 253.965 280.965 

Saturated model 156.000 168.835 401.505 479.505 

Independence model 800.372 802.347 838.142 850.142 

ECVI 

Model ECVI LO 90 HI 90 MECVI 

Default model .988 .828 1.193 1.014 

Saturated model .912 .912 .912 .987 

Independence model 4.681 4.178 5.227 4.692 
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HOELTER 

Model 
HOELTER 

.05 
HOELTER 

.01 

Default model 103 116 

Independence model 19 22 

 

APPENDIX 6.1. Interview Information 
 

Interviewee Position Duration Date 

Interviewee A Trading Surveillance 
Manager 

45 minutes May 07th 2011 

Interviewee B Market information 
Manager 

32 minutes May 07th 2011 

 

APPENDIX 6.2. Interview Note 
 
INTERVIEW A 

We have just conducted a survey about the behavioral factors affecting investors’ decisions. 
As an expert in stock market, would you please share with us what you think about the 
result? 

Availability bias has moderate impact 

People always look at available information before finding for others so of course it affects 
their decisions. However, it is very difficult to check the accuracy of information as the 
policy for official information release is not fully built. In Vietnam, there is too much 
rumor, which is released for personal benefit. Thus, depending on available information 
may lead to bad performance. 

Overconfident has moderate impact 

I do not think investors have too much overconfidence. As you know, recently, the market 
trend has fluctuated unpredictably. Thus, many investors have experienced loss, which 
make them feel less confident.  
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Anchoring has moderate impact 

Regarding anchoring factor, the finding shows that there are two schools of making 
decisions, one of which depends on recent price to forecast future price and the other is not 
affected by the recent price with equal rate between two schools. This reflects the status 
quo of Vietnam market that while many people use technique to analyze and predict price, 
others make use of various information beside price, which can be available information as 
stated previously 

Mental accounting has high impact 

In my opinion, investors do not have much experience as Vietnam stock market has just 
established for about ten years. Many investors do not have sufficient knowledge to analyze 
the whole picture of Vietnam economic. They also may not have good portfolio 
management skill so that they cannot see the connection between different types of stocks 
as well as the relationship between different fields. Most of stock training courses only 
provide the general knowledge about stocks, which is not enough for investors to have 
good analysis.  

Loss aversion has moderate impact 

This is reaction of normal people as success encourages people whereas failure surely 
depresses them. However, loss aversion is not always a good strategy because of the 
principle “high risk – high return”.  

Regret aversion has moderate impact 

Many investors are afraid of releasing a loss so they keep losing stocks as they hope when 
its trend reverses, they will be a winner. Nevertheless, it is not a good strategy as sometime, 
cut loss is the best choice to minimize the loss although if everyone sells at the same time, 
it will make the situation worse and price keeps decreasing.  

Market factors has high impact 

Everyone knows market information is important. However, as I told before, investors have 
to filter information before making use of it. Although official documents are most reliable 
source, I cannot deny that most of important information is spread out before the official 
one is public.  

Herding factors has moderate impact 

In the past, I read some articles about the herding behavior in Vietnam, which shows that 
herding is high. However, I also believe that this instinct maybe change as Vietnam stock 
market has been developed for some years and becomes more mature. Investors have more 
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knowledge and skills to make use of different information from different sources before 
making investment decision. 

Return rate does not meet investors’ expectation 

As you know, recently, the global economy as well as Vietnam economy has faced many 
difficulties. Gold price, petro price, and inflation keep increasing. As a result, stock price 
also decreases which lower the investors’ return.  

Another reason is that the expectation of investors is too high which is not achievable. 
During the “overheating” period, it is easy to have high return rate of 20% over even more 
while recently, it is impossible. If investors set the high target, of course, they cannot meet 
it.  

Another factor that affects negatively to investors’ income is the personal income tax, 
which was free for stock investors before. The tax rate of 10% of total trading turnover or 
25% of profits applied from 2010 narrows the profits margin remarkably.  

Return rate is less than the average return rate of market 

It is very difficult to know whether our return rate if less than or more than the average. 
Your research is about individual investors so they may not have as much experience as 
institutions so their performance is worse than institutions. 

Investors do not satisfied with their investment decisions 

Because the return rate is less than expectation, investors may feel unsatisfied. For some 
people, they may feel satisfied with their decisions even if their return rate is less than 
expectation but for others, low return rate means dissatisfaction.  

Effect of behavioral factors on investment performance 

Heuristics factors – positive correlation 

Overconfidence is good to some extent. It makes investors become decisive and believe in 
their ability to make quick decisions. In business, timely decision determines success. In 
Vietnam, as there is a lot of unofficial information, sometimes, believing in our own feeling 
is better.  

Herding factors – positive correlation 

Many people think that herding is not good. However, it depends on the market. As 
Vietnam stock market is not mature and lack of reliable information, so investors can also 
benefit from herding. When you see a “wave”, if you can jump in and out in time, you can 
have high return rate.  
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Prospect factors – negative correlation  

Loss aversion is common behaviors, as whenever investors see a loss, they will not invest. 
However, high risk more likely brings more return. Thus, loss aversion or risk aversion 
may keep investors from high return opportunities. Both holding losing stocks too long and 
selling winning stocks too soon can result in return decrease. Selling stocks at the peak is 
always the perfect decision. Holding losing stocks while selling winning ones may lead to a 
portfolio full of losing ones leading to bad result. About mental accounting, if investors do 
not consider each stock in relation to others, they cannot make good decisions to 
outperform the market, as each stock is a part of the market. 

INTERVIEW B 

We have just conducted a survey about the behavioral factors affecting investors’ decisions. 
As an expert in stock market, would you please share with us what you think about the 
result? 

Availability bias has moderate impact 

It is normal that investors’ decisions are affected by available information. I myself also use 
information from friends, relatives and recommendations of securities companies as a 
reference for investment decisions. However, I have to filter and make own decisions. 

Overconfident has moderate impact 

I think if you are in the situation of losing too much, you will not be confident.  

Loss aversion has moderate impact 

This is easy to understand, as everyone is afraid of failure. We cannot say that the 
Vietnamese investors have high loss aversion proved by the fact that after some downturns, 
they continue to invest in stocks. However, if we think it is low, it will be incorrect as when 
VN-Index is going down, the liquidity is very much lower than when it is going up. 

Regret aversion has moderate impact 

Loss always makes people feel regretful. People always remember their failure/loss more 
than their success/gain. They always regret for taking silly actions and they also regret for 
not taking any actions. Thus, they are always confused when deciding to cut loss or not. 
Moreover, as they do not have clear target, for example, if the maximum loss is set at 10%, 
when the price decreases 10%, investors will immediate sell it to prevent further loss, thus, 
they always want to wait for some more days.  
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Market factors has high impact 

Investors now pay more attention to market information, as they have been attended 
training courses about stocks. Therefore, they understand the importance of market 
information to the price movement. They also know how to use analytical technique to 
forecast the trend based on historical data.  

Herding factors has moderate impact 

Normally, in emerging market such as Vietnam, herding is said to be stronger than other 
developed ones. Developed markets have a long time development and become more 
mature so investors pay attention to the companies’ performance rather than other 
investors’ decisions. So, the more mature the market is, the less herding behaviors 
investors’ have. 

Investment performance 

Return rate does not meet investors’ expectation 

Income from stock is not limited to the rise in stock price, it also depends on the dividend 
that listed companies pay for stockholders or the preferential price that they are offered. 
Nonetheless, due to the economic difficulty recently, these firms did not afford to pay as 
high dividend as before. Consequently, income of stockholders decreased. On the other 
hand, it can be due to the high income tax applied from 2010. Nevertheless, expectation of 
this person is different from that of others so it is just the qualitative phenomena. I think 
some armature investors even do not have exact target. In conclusion, high return rate like 
in “overheating” periods is impossible recently. 

Return rate is less than the average return rate of market 

I do not know if there is any official report showing the average return of the market. Thus, 
I think they may make assumption by comparing their performance with that of institutions 
or individuals that are written on newspapers. In that case, as they do not have good 
strategies as other experts, their income must be lower. On the other hand, they may 
compare with income from other investment channels such as gold or foreign exchange, 
etc. 

Investors do not satisfied with their investment decisions 

Currently, it is very difficult to make good investment decisions. Good investment 
decisions here are the decisions, which bring high return rate. However, Vietnam stock 
market has fluctuated complexly; it is very difficult for investors to anticipate the reverse 
points. Thus, they feel less satisfied.  
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Effect of behavioral factors on investment performance 

Heuristics factors – positive correlation 

This may have connection with the moderate mean of overconfidence. As investors are not 
very overconfident while the investment performance is low, it means that if they are more 
confident, investment performance will be better. However, it is just my thought. I also 
believe that overconfidence can improve the investment performance as when investors 
believe in their ability, they will not be affected by others. Normally, overconfident people 
are experienced people so they probably can encourage them to make quick decisions 
themselves.  Nonetheless, overconfident investors may underestimate the risks.  

Herding factors – positive correlation 

Maybe, this is more correct in emerging market than in developed ones. As Vietnam market 
is small, it can be dominated by some institutions. Thus, if we follow these institutions, we 
probably can earn profits.  

Prospect factors – negative correlation 

After a gain, people tend to be greedier so they will put more money in trading. Thus, when 
unexpected things happen, the loss will be much higher than usual. In contrast, after a loss, 
people are certainly depressed; hence, they will be more careful when making decisions 
while too carefulness is not always good. Regret aversion can also affect investment 
performance as the longer they hold losing stocks, the higher loss they receive.  
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