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Abstract :

The investor's financial behavior is influenced by the emotional and cognitive
biases, which systematically deviate from rationality when making financial
decisions. Researchers have worked to understand the origins of these biases by
incorporating the results of neuroscience, showing neural financing that has tried to
link brainwork with investment behavior, and understanding the fundamental role
of emotions in decision-making. This paper highlights neural financing and
techniques used to determine the role of the brain in financial decision-making.
The study found that when an investor has risky choices, the nucleus accumbens
(NAcc) is activated. In the case of non-risk options, the insular lobe (Insula) is
activated and the investor has a loss aversion. Excessive activation of these areas
causes investment errors

Keywords: neural economic- neurofinance- behavioral biases - nucleus accumbens
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Dependent Variable: RI
Method: Least Squares
Date: 10/16/20 Time: 20:40
Sample: 2007M01 2017M09
Included observations: 129

Variable Coefficient Std. Error t-Statistic Prob.

C 0.040110 0.327666 0.122412 0.9028

STM 0.769839 0.321481 2.394668 0.0181

R-squared 0.043202 Mean dependent var 0.066351

Adjusted R-squared 0.035668 S.D.dependentvar 3.787648

S.E. of regression 3.719484 Akaike info criterion 5.480430

Sum squared resid 1756.990 Schwarz criterion 5.524768

Log likelihood -351.4877 Hannan-Quinn criter. 5.498445

F-statistic 5.734434 Durbin-Watson stat 2.067732
Prob(F-statistic) 0.018096
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Dependent Variable: RI

Method: ML - ARCH (Marguardt) - Normal distribution
Date: 10/16/20 Time: 20:02
Sample: 2007M01 2017M09
Included observations: 129
Convergence achieved after 15 iterations

Presample variance: backcast (parameter = 0.7)
GARCH = C(3) + C(4)*RESID(-1)"2 + C(5)*GARCH(-1)
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Variance Equation
C 0.471266 0.407875 1.155418 0.2479
RESID(-1)"2 0.254137 0.108696 2.338064 0.0194
GARCH(-1) 0.730204 0.087946 8.302835 0.0000
R-squared 0.034419 Mean dependentvar 0.066351
Adjusted R-squared 0.026816 S.D.dependentvar 3.787648
S.E. of regression 3.736517 Akaike info criterion 5.352199
Sum squared resid 1773.118 Schwarz criterion 5.463044
Log likelihood -340.2168 Hannan-Quinn criter. 5.397237
Durbin-Watson stat 1.979463
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