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ABSTRACT 

Traditional finance believes that an investor always gathers all the necessary information and 
rationally reacts in their investment decisions. However, behavioural finance recognizes that human 
emotions, biases, and cognitive errors have a significant impact on making decisions for investment in 
the stock market. Investment decisions involve the process by which investors select the most 
appropriate investment strategy when analyzing various investment opportunities. Behavioural biases 
on the other hand can influence individuals' investment decisions and lead them to make choices that 
deviate from their objectives because rely more on emotion. Knowledge of technical analysis as an 
investment tool will control and help investors make investment decisions properly and achieve 
positive returns. Hence, this conceptual paper aims to propose a research framework that empirically 
examines the relationship between behavioural biases toward investment decisions with the 
moderating role of technical analysis. The finding will become a starting point for future research 
where this knowledge has uses in both academic and business practitioners. 
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1.0 INTRODUCTION 

In traditional finance, individuals are assumed to be rational, considering all available 
information when making investment decisions. The Efficient Market Hypothesis (Fama, 
1970), the Capital Asset Pricing Model (Sharpe, 1964), the Modern Portfolio Theory 
(Markowitz, 1952), and the Arbitrage Pricing Theory (Ross, 1976) can be used by investors 
to make intelligent, rational, and optimal investment decisions. Unfortunately, individuals' 
investment decisions are not entirely rational. Emotions, cognitive psychology, and 
environmental factors can cause investors to make irrational and suboptimal decisions. 
Irrationality in decision-making negatively impacts the portfolio return of an individual and 
generates several market anomalies that cannot be explained by traditional finance theories 
(Fama and French, 1993).Traditional finance theories, rooted in the efficient market 
hypothesis, assume that investors are rational, have access to all relevant information, and 
make decisions solely based on maximizing returns while minimizing risks and these 
theories often overlook the impact of human emotions, biases, and cognitive errors on 
investment decisions. Market anomalies challenge traditional finance theories by highlighting 
discrepancies between the assumptions of rationality and market efficiency upon which 
traditional finance is based and the actual behaviour observed in financial markets. 
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Traditional finance theories, such as the efficient market hypothesis, assume that investors 
are rational and that asset prices reflect all available information accurately Malkiel & Fama 
(1970). However, anomalies in market behaviour, such as bubbles, crashes, and persistent 
price inefficiencies, cannot be explained by traditional finance theories alone (Pradhan, 
2021). 

On the other hand, behavioural finance theories consider the psychological and 
emotional aspects of investors, acknowledging that individuals do not always make rational 
decisions due to cognitive biases, emotions, and social influences (Devadas & Vijayakumar, 
2019). Behavioural finance focuses on how investors and markets behave in practice, rather 
than in theory, by studying actual investor behaviour and decision-making processes 
(Bankole, 2020). Behavioural finance acknowledges that financial decision-making and 
market outcomes are heavily influenced by human emotions, biases, and cognitive errors. 
Hence, it is important to comprehend the genuine conduct of investors to enhance efficiency 
in making investment decisions. The behaviour of investors significantly influences the 
performance of financial markets and the broader economy (Kumari et al., 2022). The field of 
behavioural finance has recently evolved as a distinct academic study to comprehend the 
psychological biases exhibited by individuals in financial markets, and subsequently 
enhance the ability in decision making (Wheatcroft & Wynn, 2021). The fundamental 
underpinnings of behavioural biases can be attributed to heuristic, prospect, and herding 
theories (Shefrin, 2000; Tversky & Kahneman, 1973). These ideas include substantial 
consequences for comprehending the real-life conduct of investors and the choices they 
make within financial markets. Additionally, behavioural finance, often known as the 
behavioural element of finance, is a financial market model that places significant emphasis 
on the potential consequences of psychological factors that influence the behaviour of 
investors. The emergence of theories on behavioural finance might be attributed to the 
disparities observed in comparison to traditional finance, wherein the participants are 
assumed to be rational individuals. 

Additionally, behavioural finance, recognizes that investors are not always rational and 
that their decisions are influenced by cognitive biases, emotions, and social factors (Fama, 
1970). Anomalies in financial markets, such as herding behaviour, overconfidence, and loss 
aversion, challenge the notion of rational decision-making assumed in traditional finance 
theories (Rehan et al., 2021). These anomalies suggest that investors do not always act in 
accordance with the principles of rationality and efficiency that traditional finance theories 
propose. The failure of traditional finance models to explain market anomalies has led to the 
development of behavioural finance, which integrates insights from psychology, sociology, 
and other disciplines to better understand investor behaviour and decision-making 
processes (Khaskhelly, 2023). Behavioural finance theories aim to explain the irrationalities 
and anomalies observed in financial markets by considering the psychological factors that 
influence investor decisions. By acknowledging the impact of behavioural biases on 
investment decisions, behavioural finance provides a more comprehensive framework for 
understanding market dynamics and anomalies (Natahadi, 2024). In summary, while 
traditional finance theories assume rationality and efficiency in investor decision-making, 
behavioural finance theories highlight the role of psychological factors, biases, and emotions 
in shaping investment choices. By considering the human element in decision-making, 
behavioural finance provides a more suitable understanding of how investors behave in real-
world scenarios, offering valuable insights into the complexities of financial markets. 

Furthermore, investment decision-making entails a thorough analysis and assessment of 
investment goals, risk preferences, anticipated returns, market conditions, and other relevant 
aspects. It also involves the allocation and modification of the investment portfolio (Bihari et 
al., 2023). Behavioural biases are psychological and behavioural tendencies exhibited by 
investors while making investing decisions that deviate from reasonable objectives and 
expectations. These biases are indicative of investors' specious beliefs, emotions, 
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preferences, and habits (Kumar and Goyal, 2015). Gaining insight into the significance of 
behavioural biases in investing decision-making is beneficial for investors to enhance their 
self-awareness and mitigate or minimize the adverse effects of irrational behaviour on 
investment outcomes. Investors may disregard or misinterpret market information, exhibit 
excessive confidence or caution, conform to popular opinion, hold strong opinions, pursue 
gains and losses, or strongly adhere to expenses due to behavioural biases. At the same 
time, research has found several biases, including overconfidence, anchoring, disposition 
effect, herding behaviour, and cognitive biases such as availability, regret aversion, and loss 
aversion. These biases result in illogical decision-making processes, which affect investment 
outcomes (Madaan & Singh, 2019; Singh et al., 2020; Gupta & Shrivastava, 2021; 
Mohammad, 2023). The impacts of these biases are not restricted to individual investors but 
also apply to group settings, where biases associated with the collective might surpass 
individual biases in influencing unsustainable behaviour (Engler et al., 2019; Brito & Jardim, 
2020). 
 

Furthermore, a study conducted by Santoso et al. (2022) examined the behaviour of 
retail investors in the Indonesian capital market amidst the Covid-19 pandemic. Their 
findings indicate that investment decision-making in retail investors is notably influenced by 
overconfidence and representativeness biases. However, herding behaviour was not found 
to have a significant impact. The formation of these two biases can be attributed to the 
presence of market uncertainty resulting from the impact of the COVID-19 epidemic. In a 
study conducted by Jaiyeoba et al. (2018) on the perception bias observed among retail and 
institutional investors in Malaysia, it was shown that both categories of investors are 
susceptible to the influences of overconfidence, representativeness, and anchoring biases. 
The disposition effect, herding behaviour, and overconfidence are three perception biases 
that have been extensively examined in the context of Pakistan and have been found to 
exert substantial influence on investment decision-making. Raut et al. (2020) identified three 
psychological biases, namely overconfidence, anchoring, and representativeness, that are 
prevalent among retail investors in the Indian capital market during the process of making 
investment decisions. Retail investors in Malaysia face important issues, such as a lack of 
financial knowledge and education, which can lead to bad investment choices and possible 
losses. Aside from that, there have been cases of market manipulation and scams that 
target retail investors. This shows how important it is for regulators to keep a closer eye on 
the market and protect investors. In a media release on August 2023, the Securities 
Commission Malaysia (SC) warned the public, especially investors, that some entities and 
companies are using the SC's name and logo without permission in marketing materials for 
their investment goods. In particular, the SC wants to stress that it does not endorse or 
approve any cash trust investment goods on the market. So, it is against the rules to use the 
SC's name and image in marketing materials for cash trust investments. In addition to that, 
the New Straits Times reported in March 2023 that the fraudulent investment syndicate had 
a strategy of offering an enticing dividend ranging from 15 to 17 percent. This method 
successfully deceived over 150 investors, resulting in significant losses of RM830 million. 
Both cases indicate that retail investor needs to polish their knowledge in investment tools 
such as technical analysis or fundamental analysis to improve their investment decision. 
Retail investors frequently depend on multiple sources of information, such as newspapers, 
media, and market rumours in making investment decisions whereas professional investors 
make more extensive use of fundamental and technical studies (Jaiyeoba and Haron ,2016). 

 
Therefore, this study aims to investigate the influence of behavioural biases toward 

investment decisions with the moderation effect of technical analysis among retail investors 
in Malaysia.  
 
2.0 LITERATURE REVIEW 

 
2.1 Behavioural Biases and Investment Decisions 
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Behavioural biases and investment decisions reveal the significant influence of 

various biases on investment outcomes. Behavioural biases can lead investors to deviate 
from rationality, resulting in irrational investment decisions (Kumar & Goyal, 2016; Madaan & 
Singh, 2019; Wang, 2023;). Understanding these biases is crucial as they can influence 
individuals either positively or negatively from achieving their investment goals (Kumar & 
Goyal, 2016; Gupta & Shrivastava, 2021). Additionally, behavioural biases have been 
identified as significant predictors of investment decisions, influencing choices such as loss 
aversion and overconfidence (Mohammad, 2023).  

 
Furthermore, other biases such as loss aversion, overconfidence, 

representativeness, disposition effect, herding effect, and more, influence decision-making in 
stock markets, mutual funds, and real estate (Zhang, 2023). Likewise, research on the 
moderating effects of factors like the preferred sector of investment influences the 
relationship between behavioural biases and investment decisions (Gupta & Shrivastava, 
2021). At the same time, behavioural biases also play a crucial role in moulding investment 
decisions and affecting both individual and institutional investors (Ahmad et al., 2017). 
 
2.1.1 Overconfidence Bias 
 

Overconfidence plays a significant role in investment decision-making, as evidenced 
by most studies related to behavioural biases toward investment decisions. Pikulina et al. 
(2017) found that strong overconfidence leads to excess investment, while moderate 
overconfidence results in accurate investments. Furthermore, Seraj et al. (2022) highlighted 
that overconfidence positively influences investment decisions and moderates the 
relationship between financial literacy and investment decisions. Overconfidence positive 
and significant influence on investment decisions (Almansour et al., 2023; Adil et al., 2021; 
Akgul & Cetin, 2021; Hafez, 2021; Kunjal, 2021; Nurbarani & Soepriyanto, 2022).  

 
Likewise, Ranaweera & Kawshala (2022) analyzed the impact of overconfidence bias 

on investment decisions, considering financial literacy and risk attitude as moderating 
factors. Syarkani & Tristanto (2022) demonstrated that overconfidence has a positive 
influence on investor attitudes and decisions, with financial literacy also playing a significant 
role in shaping investment decisions. These studies collectively emphasize the importance 
of understanding and managing overconfidence in investment decision-making processes to 
enhance investment outcomes. Conversely, a study by Adil et al. (2021) found that 
overconfidence has no significant impact on investment decisions. Hypothesis based on the 
above discussion: 

 
H1 a: There is a significant influence of overconfidence bias on investment decision 
 
2.1.2 Representative Bias 
 

Psychologically, representativeness bias worsens the investment decision-making 
process and perceived market efficiency because investors who are suffering from 
representativeness bias cannot make rational decisions. This leads to trading mistakes or 
poor trading decisions and misinterpretation of probabilities associated with non-relevant 
situations that ultimately affect the efficiency of the market (Shah et al. 2018; Maiziyah & 
Helmayunita, 2023). The impact of heuristic biases, specifically availability bias and 
representativeness bias, significantly and positively influences the investment decisions of 
investors (Khan et al., 2021).  
 

Moreover, representative bias has a positive effect on investment decisions (Loris & 
Jayanto, 2021; Hafez, 2021; Talwar et al., 2021; Santoso et al., 2022). Recognizing the 
presence of representativeness bias while making investment decisions is crucial for stock 
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market investors and advisors to take preventive measures for both current and future 
transactions (Khan & Bashir, 2020). These findings underscore the need for strategies to 
address representativeness bias in investment decisions. Based on the above discussion it 
is hypothesized that: 
 
H1 b: There is a significant influence of representative bias on investment decision 
 
2.1.3 Anchoring Bias 
 

Anchoring bias is the tendency for individuals to heavily rely on initial information or 
reference points when making decisions, even if these points are irrelevant or arbitrary 
(Kudryavtsev & Cohen, 2010). Studies have shown that this bias especially significantly 
anchoring bias and loss aversion influences investment decisions, leading individuals to 
make suboptimal choices based on the initial information they receive (Ermulyawati, 2024). 
Moreover, a study by Jain et al. (2019) assessed how behavioural biases, including 
anchoring bias, affect the decision-making of individual equity investors using the fuzzy 
analytic hierarchy process. The research emphasized that anchoring bias, along with biases 
like loss aversion and overconfidence, plays a crucial role in shaping investment decisions. 
Additionally, Arora & Rajendran (2023) investigated the impact of anchoring bias and the 
disposition effect on portfolio performance under different market conditions, highlighting the 
influence of these biases on investment outcomes.  

 
To add with that, other studies have explored the interaction between anchoring bias 

and other biases such as herding, overconfidence, and the representativeness heuristic in 
investment decision-making (Silwal & Bajracharya, 2021; Gyanwali, 2021; Kudryavtsev & 
Cohen, 2010). These studies have demonstrated that anchoring bias, when combined with 
other cognitive biases, can significantly impact investment performance and decision-making 
processes. Contradict with a study by Madaan and Singh, 2019 found that anchoring bias 
has no significant impact on investment decisions. Hypothesis based on the above 
discussion: 
 
H1 c: There is a significant influence of anchoring bias on investment decision 
 
 
2.1.4 Confirmation Bias 
 

Literature has extensively explored the influence of confirmation bias on investment 
decision processes. Confirmation bias acts as cognitive bias where individuals seek out 
information that confirms their pre-existing beliefs or hypotheses while ignoring contradictory 
evidence, has been identified as a significant factor affecting investment choices 
(Armansyah, 2022; Cheng, 2019; Shah et al., 2018). They also find that confirmation bias 
can lead investors to selectively seek information that aligns with their initial beliefs, 
potentially distorting their decision-making processes. Moreover, this bias can impact various 
aspects of investment decisions, such as stock selection, portfolio management, and risk 
assessment. On top of that, confirmation bias has been found to mediate the relationship 
between psychological and social factors and investment decisions in cryptocurrency 
markets (Shahani & Ahmed, 2023).  

 
Likewise, research has highlighted the role of confirmation bias in influencing 

investors' perceptions of market efficiency and their strategies for processing information. 
The presence of confirmation bias, along with other cognitive biases like overconfidence and 
representativeness bias, has been shown to have a negative impact on investment decisions 
made by individual investors (Shah et al., 2018). Understanding and mitigating confirmation 
bias in investment decision-making is crucial for investors to make more rational and 
informed choices. By recognizing the influence of this bias, investors can strive to seek 
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diverse perspectives and consider a broader range of information to enhance the quality of 
their investment decisions. Based on the above discussion it is hypothesized that: 
 
H1 d: There is a significant influence of confirmation bias on investment decision 
2.1.5 Loss Aversion Bias 
 

Loss aversion, a cognitive bias where individuals feel the pain of losses more acutely 
than the pleasure of gains, has been identified as a significant factor influencing investment 
choices (Benartzi & Thaler, 1995; Armansyah, 2021; Rahawarin, 2023). At the same time, 
their study also has shown that loss aversion bias significantly affects investors' decision-
making processes, leading them to be more sensitive to losses than gains. This bias can 
influence various aspects of investment decisions, such as risk-taking behaviour, evaluation 
periods, and equity premium puzzles. Loss aversion has been found to play a crucial role in 
shaping investors' perceptions of risk and return, impacting their investment strategies 
(Haigh & List, 2005).  

 
Moreover, research also has explored the interaction between loss aversion and 

other behavioural biases, such as herding bias, overconfidence, and regret aversion, in 
investment decision-making (Armansyah, 2021; Yuwono & Elmadiani, 2021; Rahawarin, 
2023). These studies have demonstrated that loss aversion, when combined with other 
cognitive biases, can significantly impact investment performance and decision-making 
processes. Other than that, loss aversion was also found that positive and significant 
influence on investment decisions (Gupta & Shrivastava, 2021; Hafez, 2021; Talwar et al. 
2021; Hala et al. 2020). In opposition, Hala et al., 2020 also show that negative and 
significant influence in the case of herding is an intervening variable between loss aversion 
and investment decisions. Hypothesis based on the above discussion: 
 
H1 e: There is a significant influence of loss aversion bias on investment decision 
 
2.1.6 Regret Aversion Bias 
 

Regret aversion plays a significant role in behavioural biases to influence investment 
decision-making processes. Studies have shown that regretful experiences can influence 
subsequent investment choices and no interaction toward risk aversion (Elisa Daniati Edison 
& Hesty Aisyah, 2023). Furthermore, regret aversion bias, along with other behavioural 
biases, impacts investment decisions in the real estate sector, with financial literacy 
moderating the negative effects of these biases and risk perception mediating their 
relationships with decision-making processes (Wangzhou et al., 2021; Hafez, 2021).  

 
Additionally, research on millennials in Indonesia revealed that financial behaviour 

had a significant positive effect on investment decisions, while financial literacy and regret 
aversion bias did not directly influence investment choices (Octivia et al., 2022). Oppositely, 
finding from Ardini and Achyani, 2023 found that regret aversion as well as loss aversion, 
herding behaviour, and risk perception have insignificant effects on investment decisions. 
These findings highlight the complex interplay between regret aversion, cognitive biases, 
financial literacy, and investment decisions. Based on the above discussion, it is 
hypothesized that: 
 
H1 f: There is a significant influence of regret aversion bias on investment decision 
 
2.1.7 Mental Accounting 
 

A growing literature review on mental accounting on investment decisions reveals 
several key findings.  Mental accounting has been found to significantly influence investment 
decisions in various contexts (Abdani, 2019; Santi, 2019; Sharma & Firoz, 2020; Talwar et 
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al., 2021). Furthermore, Rashwan, (2021) also agrees and suggests that mental accounting 
can enhance risk assessment and decision-making on investment. However, Road (2013) 
stands for the opposite finding and found a negative relationship between mental accounting 
and investor decisions in the Tehran Stock Exchange. These studies collectively highlight 
the complex and multifaceted nature of mental accounting in investment decision-making.  
 

In the context of investment decisions, mental accounting aids in managing portfolios 
but can lead to high-risk choices and losses due to anomalies and prospect theory (Ginting 
et al., 2023). Additionally, a realistic mental accounting model competes with traditional utility 
alternatives, generating optimal portfolio allocations for various investor types (Hubner & 
Lejeune, 2022). Loss aversion and mental accounting positively influence investment 
decisions, with self-control moderating the effect of mental accounting on decisions (Anwar 
et al., 2023). Hypothesis based on the above discussion: 
 
H1 g: There is a significant influence of mental accounting on investment decision 
 
2.2 Technical Analysis and Investment Decision 
 

A range of studies have explored the use of technical analysis in selecting stocks for 
their portfolio for investment decisions. Kubińska et al. (2016) found that professional traders 
in the futures market rely on technical analysis as a rational, cognitive tool, while 
neophyte(beginner) investors use technical analysis intuitively and experientially. However, a 
mix of fundamental and technical factors in stock investment decisions where neither the 
fundamental nor the technical analysis approach is more influential in making decisions 
(Layyinaturrobaniyah et al., 2016).  Recently, research done by Liugita et al. (2024) applied 
both fundamental and technical analysis to stock investment and found that fundamental 
analysis focused on financial indicators, while technical analysis involved stock returns and 
selling prices. The study also aims to understand the fundamental analysis and technical 
analysis needed to make investment decisions. This research provides insights into the 
importance of utilizing both fundamental and technical analysis in the decision-making 
process.  

 
Technical analysis is a method used in the stock market to analyze historical data, 

price patterns, and trading volumes to forecast future price movements and determine 
optimal entry and exit points for trading (Maghfira, 2022). This method complements 
fundamental analysis and psychological factors in influencing investment outcomes (Fikriyah 
& Suhartini, 2023). By analyzing indicators like moving averages and price trends, technical 
analysis aids investors in making informed decisions on when to buy or sell stocks (Joshi, 
2022). Technical analysis is also beneficial for short-term traders who need to make quick 
decisions on buying, selling, or holding stocks to maximize profits. Investors use technical 
analysis to predict stock and asset price movements based on historical data and technical 
indicators and considered a crucial tool for decision-making in investments due to its ability 
to analyze market behaviour and trends (Maghfira, 2022). While fundamental analysis 
focuses on intrinsic stock value, technical analysis concentrates on supply and demand 
dynamics to predict short-term price changes (Mahina, 2018).  
 

Investors often combine both fundamental and technical analyses to enhance their 
decision-making process (Bello, 2024). Moreover, technical analysis plays a role in 
forecasting stock price fluctuations and complements fundamental analysis in investment 
approaches (Mahina, 2018). It is utilized in predicting stock behaviour in the short term by 
combining financial theory, economic analysis, and time series evaluation (Wu et al., 2021). 
Additionally, the study of technical analysis indicators aids in forecasting market trends and 
making investment decisions based on historical price and volume data (Hung, 2023). On 
the other hand, finding from Riaz and Zubair, 2024 found that fundamental and technical 
analysis plays a mediating role in the relationship between self-control, over-confidence, and 
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investment decisions, providing valuable insights for institutional investors in their decision-
making processes. 
 

Additionally, investor behaviour, influenced by psychological factors and market 
conditions, also plays a significant role in decision-making. For instance, investors may 
exhibit overconfidence during uptrend conditions and may not always consider the intrinsic 
value of stocks, although their decisions are generally rational and influenced by 
fundamental and technical analyses (Simanjuntak et al., 2023).  Therefore, combining 
technical analysis with other analytical methods and understanding investor psychology can 
significantly enhance investment decision-making, providing a robust framework for 
navigating the financial markets. 
 

In conclusion, technical analysis is a vital component of investment decision-making 
in the stock market. By analyzing historical data and market indicators, investors can gain 
valuable insights into market trends, price movements, and optimal trading points, ultimately 
influencing their investment decisions. Additionally, the research by Oktaba (2023) focuses 
on the modification of technical analysis indicators to increase the rate of return on 
investment. This study highlights the practical application of technical analysis in forecasting 
changes in financial asset prices to enhance investment outcomes. Then, Utami and 
Nughroho (2017) revealed a preference for technical analysis among Indonesian investors, 
with experience and time horizon being significant influencing factors in investment 
decisions. Based on the above discussion it is hypothesized that: 
 
H2: Technical analysis significantly moderates the relationship between behavioural biases 
and investment decisions. 
 
 
2.3 Underpinning Theory 
 
 
 

 
 
 
 
 

 
 
 

Figure 1: Theories related to behavioural biases 
 

2.3.1 Heuristic Theory 
 

According to heuristic theory, when the situation is not absolute and significantly 
complicated for choice development, decision-makers follow a mental shortcuts or rules of 
thumb in order to avoid loss (Kumara & Kawshala 2021; Shah et al., 2018). The theory also 
acknowledges the presence of heuristic biases such as representativeness, availability, 
anchoring and overconfidence that impact investment decision-making (Haritha, 2023; 
Hoxha & Hasani, 2022; Kasoga, 2021).  The major cause of irrational decision-making and 
investment performance together with the final portfolio outcomes is these biases (Peprah, 
2024; Ahmad & Wu, 2023; Saputra, 2023; Khan et al., 2021 Sattar et al.,2020). 

 
Moreover, heuristics, such as overconfidence, representativeness, anchoring, 

confirmation bias, and availability biases, play a significant role in shaping investors' 
perceptions and judgments, impacting their investment decisions. These cognitive shortcuts 

BEHAVIOUR BIASES 

HEURISTIC THEORY PROSPECT THEORY 
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can lead to biased decision-making, affecting investment strategies and outcomes 
(Sudirman, 2023; Ahmad et al., 2022; Juwita et al., 2022). 
 
 
2.3.2 Prospect Theory 
 

Expected utility theory does not represent the behaviour demonstrated by most 
people due to its simplifying assumptions about preferences and mistakes humans make in 
probability judgements (Kahneman & Tversky, 2013), which has led researchers turn into 
alternative models. Introduced by, prospect theory offers one of these alternatives amenable 
for understanding decision-making under risk conditions. It stated that people framed the 
outcome as a loss or gain on their own reference point, rather than judging it in terms of 
absolute magnitude. This framework was then elaborated in cumulative prospect theory with 
the goal of generalizing how prospects over outcomes under uncertainty and risk (Tversky & 
Kahneman, 1992). Among these studies, some applied prospect theory to modelling 
bounded rational behaviour of decision-makers for complex decisions such as risk 
assessment in construction project investments and supply chain sustainability (Sutrisno & 
Kumar, 2022; Gou et al., 2021). 

 
Additionally, prospect theory has also shed light on numerous decision-making 

biases, including regret aversion, loss aversion and mental accounting that influence how 
individuals make investment decisions (Goyal et al., 2021). Prospect theory has been useful 
in property investment decision (Amorim et al., 2022), renewable energy investments (Hoxha 
& Hasani, 2022) and portfolio selection due to the theoretical implications of it have for 
behavioural finance researches (Ogbeide & Okpamen, 2020). The theory has also been 
used to evaluate the risk in investment decisions due mainly due to behavioural biases, and 
psychology of individual investors (Ilbahar et al., 2022; Ogunlusi & Obademi 2019). 

 
Furthermore, studies have explored the application of prospect theory in risk 

assessment models, decision support systems, and investment behaviour analysis, 
demonstrating its versatility and relevance in various decision-making contexts (Tan et al., 
2023; Lee et al., 2014; Barberis, 2013). Prospect theory has been instrumental in explaining 
deviations from rationality, such as the disposition effect and risk-seeking behaviour, 
providing valuable insights into the complexities of human decision-making (Zhang, 2024; 
Guo et al., 2022). In sum, the study of prospect theory and investment decision-making 
reveals important implications in explaining behaviour under risk/uncertainty, providing 
insights into cognitive processes that drive investment decisions. 
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3.0   CONCEPTUAL FRAMEWORK 
 
 

 

 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure2: Proposed Conceptual Framework 
 
From the proposed conceptual framework, the following hypotheses are suggested: 
 
H1 a,b,c,d,e,f,g: Behavioural biases (overconfidence, representativeness, anchoring, 
confirmation, loss aversion, regret aversion and mental accounting) significantly influence 
investment decisions. 
 
H2: Technical analysis significantly moderates the relationship between behavioural biases 
(overconfidence, representativeness, anchoring, confirmation, loss aversion, regret aversion 
and mental accounting) and investment decisions. 
 
4.0   CONCLUSION 

 
In conclusion, this conceptual paper presents the research framework for behavioural 

biases and investment decisions among retail investors in Malaysia. The potential of the 
moderating influence of technical analysis remains untested for the direct relationship 
between behavioural biases towards investment decisions. For retail investors, knowledge in 
technical analysis provides a structured approach to analyzing market data, such as price 
movements, volume, and patterns. By relying on objective data, traders are less likely to 
make impulsive decisions based on emotions like overconfidence, fear, or greed as 
investors rely on data and charts rather than gut feelings. Other than that, when retail 
investors understand technical analysis, they feel more in control of their decisions. This 
knowledge can boost confidence, making them less likely to panic during market volatility. At 
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the same time, equipped with technical skills, investors are less likely to follow the crowd or 
make decisions based on market rumours, which can be emotionally driven. Furthermore, 
technical analysis often involves looking at longer-term trends, which can help investors 
focus on the bigger picture rather than getting caught up in short-term market noise, thus 
reducing emotional reactions to daily fluctuations. 

 
By discovering the moderation influence of technical analysis whether strengthens or 

weakens the direct relationships, the finding will become a starting point for future research 
where this knowledge has uses in both the academic and business realms. Furthermore, the 
direction of behavioural biases toward investment decisions is an evolving area, and this 
study can contribute to the field's literature by providing insights into how behavioural biases 
need to be controlled to improve decision-making in investment among retail investors. 
Educating retail investors on the psychological factors that influence their trading behaviour 
and providing recommendations to prevent the negative effects and will assist individuals in 
making better decisions and achieving higher portfolio performance in the stock market. 
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