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Behavioral Factors Determining the Decisions of Individual
Investors and their Impact on the Performance of the Investment

Portfolio

"An Empirical analysis from Palestinian Security Exchange*”

Jameel H. Alnajjar
Department of Finance and Banking, Faculty of Administrative and Economic Sciences, Al
Quds Open University - Gaza
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Abstract

The study aimed to apply the behavioral finance theory through exploring the behavioral factors that
influence the individual investor’s decisions, and then demonstrate the impact of those factors on the performance
of the investment portfolio. The study used the analytical descriptive approach, and applied it to a random sample
of individual investors at the Palestinian Security Exchange through brokerage firms operating in Palestine. 180
questionnaires were distributed to the study sample; 130 of them have been recovered. The results show that there
are four behavioral factors that affect the investment decisions of the individual investors at the Palestinian
Security Exchange: Heuristic, Prospect, Market factor, and Herding factor. In addition, the behavioral factors
have positive impact on the investment portfolio. The study recommended that the individual investors at the
Palestinian Security Exchange need to understand all the behavioral factors set forth in the behavioral finance
theory that direct their decisions at the market.

Keywords: Behavioral finance, Heuristic theory, Prospect theory, Market factor, Herding Factor, Performance of

Investment Portfolio.
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