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Course 
Code MB18FM08 Course Name BEHAVIORAL FINANCE Course 

Category Foundation Course L T P C 
2 0 2 3 

 
Pre-requisite 

Courses  Co-requisite 
Courses  Progressive 

Courses  

Course Offering 
Department Faculty of Management Data Book / Codes / 

Standards  
 
 
Course Learning 
Rationale (CLR): The purpose of learning this course is to:  Learning  Program Learning Outcomes (PLO) 

 
CLR-1 : Introduce the student to the new field of behavioural finance, psychology and 

strategies  1 2 3  1 2 3 4 5 6 7 8 9 10 11 12 

CLR-2 : Expose the student to the building blocks of behavioural finance, arbitrage and 
expected utility  

Le
ve

l o
f T

hin
kin

g 
(B

loo
m

) 

Ex
pe

cte
d 

Pr
of

ici
en

cy
 (%

) 

Ex
pe

cte
d 

At
ta

inm
en

t (
%

) 

 

Ef
fec

tiv
e c

om
mu

nic
ati

on
 sk

ills
 

Ini
tia

te 
cri

tic
al 

thi
nk

ing
   

Re
so

ur
ce

s a
na

lys
is 

for
 or

ga
nis

ati
on

s 

Fa
mi

lia
riz

e o
rg

an
isa

tio
ns

 an
d i

ts 
sta

ke
ho

lde
rs 

Int
eg

ra
te 

fun
cti

on
al 

kn
ow

led
ge

 w
ith

 st
ra

teg
ic 

sk
ills

   

Co
mp

re
he

nd
 ef

fec
tiv

ely
 in

 gl
ob

ali
ze

d e
nv

iro
nm

en
t 

Pr
ac

tic
e b

us
ine

ss
 et

hic
s w

ith
 in

teg
rity

 

En
ha

nc
e c

ar
ee

rs 
an

d c
om

mi
tm

en
t 

Ins
tig

ate
 en

tre
pr

en
eu

ria
l d

riv
e 

Ap
pli

ca
tio

n o
f m

ult
idi

sc
ipl

ina
ry 

kn
ow

led
ge

 co
mp

ris
ing

 of
  

fin
an

ce
, o

pe
ra

tio
ns

, s
ys

te
m,

 m
ar

ke
tin

g a
nd

 hu
ma

n 
re

so
ur

ce
s m

an
ag

em
en

t to
 in

teg
ra

te 
bu

sin
es

s p
ro

jec
ts 

   
PS

O 
- 1

 
Us

ag
e o

f b
us

ine
ss

 m
etr

ics
 to

 ev
alu

ate
 bu

sin
es

s p
ro

jec
ts 

to 
de

ve
lop

 gr
ow

th 
str

ate
gie

s P
SO

 - 
2 

Au
tho

riz
e t

he
 st

ud
en

ts 
 to

 in
no

va
te 

an
d e

xe
cu

te 
the

 
bu

sin
es

s i
de

a d
ur

ing
 th

e  
ch

all
en

gin
g  

bu
sin

es
s s

itu
ati

on
 

PS
O 

– 3
 

CLR-3 : Familiarise students with the theories, biases and investor sentiments   
CLR-4 : Understand the psychological aspects and challenges underlying the issue of 

rational and irrational behaviour   

CLR-5 : Apply and analyse the impact of news and timing from the corporate angle and 
highlight the ramifications of effective news communication.    

 On completion of this course the students should be in a position to exhibit the 
following learning skills:   

Course Learning Outcomes 
(CLO):   At the end of this course, learners will be able to:  

CLO-1 : Apply the concepts of psychology and behavioural finance 1 60 50  M H H M L M M M L H H H 

CLO-2 : Demonstrate a basic understanding of the building blocks of behavioural finance 1 50 70  L H L L M M M L L M H H 

CLO-3 : Apply knowledge gained to apply the theories, biases and investor sentiments 2 80 75  M H L L M M L L L M H M 

CLO-4 : Interpret the reasons behind investors’ rational and irrational behaviour 2 80 70  M H M L M M L L L M H H 

CLO-5 : Analyse the impact of good and bad news from corporate and its communication 3 90 80  M H H L M M L L H H H L 

 
Duration 

(hour) 6 6 6 6 6 

S-1 SLO-1 
Behavioural 
Finance: Nature, 
Scope 

Building block of 
Behavioural Finance Ellsberg’s paradoxes External factors and 

investor behaviour 
Behavioural corporate 
finance 



SRM Institute of Science & Technology – Academic Curricula (2018 Regulations) 
 

 
2 

SLO-2 

Objectives and 
Significance & 
Application of 
Behavioural Finance 

Cognitive Psychology 
and limits to arbitrage 

Rationality from an 
economics and 
evolutionary 
prospective 

Empirical data on 
dividend presence or 
absence 

S-2 

SLO-1 
History of 
Behavioural Finance 

Demand by 
arbitrageurs: Definition 
of arbitrageur 

Different ways to define 
rationality: dependence 
on time horizon, 
individual or group 
rationality.  

Fear & Greed in 
Financial Market 

Ex–dividend day 
behaviour 

SLO-2 Long–short trades 
Timing of good and bad 
corporate news 
announcement.. 

S-3 

SLO-1 Psychology: 
Concept, Nature Risk vs. Horizon Herbert Simon and 

bounded rationality.  Emotions and financial 
markets 

Systematic approach of 
using behavioural factors 
in corporate decision–
making SLO-2 Importance of 

Psychology 
Transaction costs and 
short–selling costs;  

Demand by average 
investors: Definition of 
average investor 

S-4 
SLO-1 The psychology of 

financial markets 
Fundamental risk; 
Noise–trader risk Belief biases 

Geomagnetic storm Neurophysiology of risk–
taking. SLO-2 The psychology of 

investor behaviour Professional arbitrage Limited attention and 
categorization 

S-5 

SLO-1 
Behavioural Finance 
Market Strategies, 
Prospect Theory 

Destabilizing informed 
trading (positive 
feedback, predation) 

Non–traditional 
preferences Statistical methodology 

for capturing the effects 
of external influence 
onto stock market 
returns 

Personality traits and risk 
attitudes in different 
domains SLO-2 

Loss aversion theory 
under Prospect 
Theory & Mental 
Accounting 

Expected utility as a 
basis for decision–
making 

prospect theory and loss 
aversion 

S-6 

SLO-1 Investors 
Disposition effect 

The evolution of 
theories based on 
expected utility concept 

Bubbles and systematic 
investor sentiment Case study Case study SLO-2 

Case study Case study Case study 

 
Learning  
Resources 

1. Behavioral Finance Paperback – 1 Jul 2017 by 
Chandra published by McGraw–Hill Education. 

5. More Than You Know – Finding Financial Wisdom in 
Unconventional Places (Updated and Expanded) 

https://www.amazon.in/s/ref=dp_byline_sr_book_1?ie=UTF8&field-author=Chandra&search-alias=stripbooks


SRM Institute of Science & Technology – Academic Curricula (2018 Regulations) 
 

 
3 

2. Behavioral Finance Paperback – 2014 by Sulphey 
M.M. Publisher: Prentice Hall India Learning 
Private Limited 

3. Behavioral finance by Williams Forbes– 2011, 
Published by Wiley. 

4. The Little Book of Behavioural Investing: How not 
to be your own worst enemy (Little Books, Big 
Profits (UK)) by James Montier – 2010 

(Columbia Business School Publishing) Paperback – 21 
Jun 2 by Michael Mauboussin  

 

 
Learning Assessment 

 
Bloom’s 
Level of 
Thinking 

Continuous Learning Assessment (50% weightage) Final Examination 
(50% weightage) CLA – 1 (10%) CLA – 2 (15%) CLA – 3 (15%) CLA – 4 (10%) 

Theory Practice Theory Practice Theory Practice Theory Practice Theory Practice 

Level 1 Remember 15 15 20 20 15 15 15 15 15 15 Understand 

Level 2 Apply 20 20 15 15 15 15 20 20 20 20 Analyze 

Level 3 Evaluate 15 15 15 15 20 20 15 15 15 15 Create 
 Total 100 % 100 % 100 % 100 % 100 % 
 # CLA – 4 can be from any combination of these: Assignments, Seminars, Tech Talks, Mini-Projects, Case-Studies, Self-Study, 
MOOCs, Certifications, Conference Paper, etc. 
Course Designers       
Experts from Industry Experts from Higher Technical Institutions Internal Experts 
Mr. T.N. Sekhar, CA, CIMA Dr. Narasimhan, IIM, Bangalore Dr. Kavitha Shanmugam 
Mr. Anirban Dutta MA, MBA Dr. Thenmozhi, IIT Madras Dr. T. Velmurugan 
 

https://www.amazon.in/s/ref=dp_byline_sr_book_1?ie=UTF8&field-author=Sulphey+M.M&search-alias=stripbooks
https://www.amazon.in/s/ref=dp_byline_sr_book_1?ie=UTF8&field-author=Sulphey+M.M&search-alias=stripbooks
https://www.amazon.in/s/ref=dp_byline_sr_book_1?ie=UTF8&field-author=Michael+Mauboussin&search-alias=stripbooks

	5. More Than You Know – Finding Financial Wisdom in Unconventional Places (Updated and Expanded) (Columbia Business School Publishing) Paperback – 21 Jun 2 by Michael Mauboussin 
	4. The Little Book of Behavioural Investing: How not to be your own worst enemy (Little Books, Big Profits (UK)) by James Montier – 2010

