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Course Content & Outline

Section 1: Overview of Behavioural Finance

e Qutline the financial theories behind hard and soft money.

 Describe three investment strategies: hedging, arbitrage, and speculation.
 Define behavioural finance.

e Review traditional portfolio analysis.

e Examine investor risk profiles: conservative, moderate, and aggressive.

» Characterise the main aspects of market sentiment.

e Describe the causes and consequences of stock market crashes.

Section 2: Applying Psychology to Financial Decision-Making

» Describe cognitive shortcuts or heuristics in behavioural economics.
e Examine the role of neuroeconomics in understanding financial decision-making.
e Use behavioural finance to examine the impact of emotion on decision-making.

e Qutline how experimental finance helps with understanding market factors and



functions.
e Describe the Psychology of Risk.
e Discuss psychological bias on financial regulation and policy.

Section 3: Behavioural Biases

e Explore market inefficiencies and investor behaviour.

e Describe belief-based and preference-based models in decision-making.

e Examine four prominent behavioural biases: overconfidence, regret, limited attention
span, and chasing trends.

* Review additional behavioural bias types.

» Describe the disposition effect and familiarity bias.

Section 4: Behavioural Corporate Finance

 Discuss the impacts of behavioural biases on:

e Financing decisions

e Capital budgeting

e Other investment decisions

e Explore the relationship between behavioural finance and dividend policy decisions.
¢ Discuss behavioural approaches to corporate loyalties, conflicts, and governance.

e Examine behavioural influences on IPOs (Initial Public Offering).

e Review the impact of behavioural finance on mergers and acquisitions performance.

Section 5: Investor Behaviours

e Describe how trust behaviour supports the foundation of financial markets.
 Outline the behaviours of individual traders.

e Examine the influence of cognitive abilities on financial decision-making.

e Discuss the investment behaviours of pensioners.

e QOutline the behaviours of institutional investors.

e Understand investor behaviour in derivative markets.
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YouTube Video

https://www.youtube.com/embed/HLAZ1CfQ3uQ?si=CeGMuK_aYUAgIHOC
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