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the Course:

Course Objectives: [To enable learners to comprehend the significance of behavioural finance,various
theories of behaviour and to evaluate investors within the framework of behavioural
biases.

Content: Unit 1 10 Hours
Introduction to Behavioural Finance

Behavioural Finance: Evolution, Key themes in Behavioural Finance:
Heuristics, Framing, Emotions, Market Impact - Applications of
Behavioural Finance: Investors, Corporations, Markets, Regulations -
Important contributions in Behavioral Finance Literature - Criticisms
of Behavioural Finance.

Unit 2

Foundations of Rational Finance and Theories ofBehaviour 12 Hours
Rational Finance vs. Behavioural Finance: Expected Utility Theory,
Behavioural finance vs. Modern Portfolio Theory. Agency Theory,
Influence of Psychology, Theories of Behavior and Individual
Decision Making: Prospect theory, Heuristics, Perception, Economic
rationality model, Bounded rationality model.

Unit 3

Behavioural Biases 08 Hours
Behavioural Biases: Cognitive biases and their significance, Specific
biases, Overconfidence, How Overconfidence Affects Investor
Decisions, Overconfidence and Risk, lllusion of Knowledge, lllusion
of Control, Disposition Effect, Mental Accounting and other
behavioural biases.

Pedagogy: Lectures/ classroom discussion/ discussion using relevant research papers/
presentation/case study/ group project/ assignment or a combination of some of
these. The sessions shall be interactive to enable peer group learning.
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Course Outcomes:

Upon completion of this course, the students will be able to:

CO1. Summarize the significance of behavioural finance and varioustheories of
behaviour.

CO2. Identify behavioural biases in investor and provide suitable investment

advice.
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