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Abstract

Behavioral predispositions are responsible for numerous irregularities in stock markets. Although many studies
have been conducted on the effects of these predispositions on investment decisions, there are few studies that
consider the FoMo factor in investment in the context of behavioral biases. Theoretically, FoMo has been
associated with herding behavior, loss aversion and the desire to gain more, and these studies have often been
conducted through questionnaires. Even analyzes with data from respondents who tend to give socially desirable
answers show that individual investors in particular are under the influence of FoMo. In the questionnaire used in
this study, photographs were used, not text. This study is unique in this respect. The results show that participants
stimulated by photographs are frequently exposed to the FoMo effect. On the other hand, the fact that participants
get rid of this effect as soon as they encounter financial data shows that the effect of FoMo can be reduced through
financial data and facts.
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INTRODUCTION

The regret avoidance bias is a behavioral mistake that explains why people want to prevent them from regretting
their decision in the future. In particular, investors may make or avoid some investment decisions to minimize
possible future regrets.

Another manifestation of this prejudice is trying to avoid regret by imitating what others do. At this point,
the person imitates the investments made by the people around him and tries not to be deprived of this gain by
relying on their potential future earnings. In another way, it imitates their withdrawal behavior and tries to avoid
their predicted future losses. In both cases, decisions are made without rational analysis. At this point, the
relationship between the prejudice of avoiding regret and the term Fear of Missing out, known as the fear of
missing out, is seen.

Although the fear of missing out, referred to as "Fear of Missing out"”, seems to be related to management,
marketing, psychology and social life, it can also be the cause of irrational behaviors in financial investment
decisions. The fear of missing out, which is compatible with the regret-avoidance bias, also manifests itself when it
comes to investments. Investments made due to kidnapping concerns generally do not result in positive results. Just
because a stock performs well does not mean that it will continue to do so in the future. The same is true for a trend
that is going badly. The longer a stock experiences significant positive price action, the more likely a market
reversal or flattening is, trades that are completed due to fear of missing out are often unwise trades that can be
avoided with discipline and a strict trading strategy.

In this study, it is discussed whether the visuals of the company buildings and the advertisements of the
existing investors of the companies have an effect on the potential investors, and therefore whether there will be a
fear of missing out in their investment decisions or not. For this purpose, potential investors participating in the
study were shown the images of the company building and the images said to belong to the current investor, and
were asked which of the two sample companies they would prefer to invest in. These questions with images are the
first questions that participants will answer. This is because potential investors are stimulated and manipulated by
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visuals. In the following questions, some financial data of both companies are given. While the questions supported
by numerical data such as asset totals and debt totals of companies were prepared, the financial situation of the
company that was predicted to be selected by the researchers in the questions supported by visuals was designed as
worse and the other company as better. Finally, gender and age questions were asked to the participants. The
questionnaire was thus completed. In addition, the questions are explained in more detail in the methodology
section.

LITERATURE REVIEW

One of the first examples of investor behavior that cannot be explained by classical theories and the crises caused
by it is the Tulip Madness in the Netherlands in the 16th century. Europeans met this flower, which they did not
know until the 16th century, both through a chest of tulip bulbs that Suleiman the Magnificent gifted to the Dutch
king in 1562, and through the Dutch who came to Istanbul to visit and returned to their country with tulip bulbs,
impressed by the tulips they saw. These tulips, which were difficult to obtain, attracted great attention and the
possession of tulips soon became a symbol of great prestige and status among the Dutch elite. After a while, the
interest and the demand that exceeded the elites also spread to the middle class, and people bought tulip bulbs by
selling everything they owned. This increasing demand has caused the prices of tulip bulbs to increase
considerably. In 1623, a tulip bulb cost 1000 guineas, while the average annual income in the Netherlands in those
days was around 150 guineas.

According to the classical theory, it is possible to explain this event with the supply and demand for tulips,
but it is clear that the classical theory will not be sufficient to explain this behavior of the human being who is the
subject of the event (Mazgit, 2007). So what happened that the prices of tulip bulbs rose so high and the first bubble
in history burst? It is possible to explain this situation with the term “Fear of Missing out”, which we can also call
the fear of missing out.

The term “FoMo” is defined as “a state of mental or emotional tension resulting from the fear of missing
something”. It is also a form of social anxiety. FoMo is the anxiety that an individual experiences when he sees,
reads or learns about the actions of others and feels that he is missing it (Abel et al., 2016). FoMo has also been
studied in the context of consumer behavior and how it influences consumers' decision making (Kang et al., 2020).
It can be said that the same is true for investors who are under the influence of the desire to earn higher profits and
feel that they may miss potential opportunities if they do not take urgent measures (Dennison, 2018; Kang et al.,
2020). These actions can be biased, as investors tend to ignore the facts when acting out of this fear.

There have been many studies in the past that have evaluated the impact of two important behavioral
biases: the impact of loss aversion and herd behavior on investment decision. In herd behavior, investors base their
decisions on the stock buying and selling preferences of the masses, rather than relying on their own rational
decisions based on statistics (Caparrelli et al., 2004). In loss aversion behavior, people do not hurry to sell their
losing investments, but they act hastily to sell their winning investments (Shefrin & Statman, 1985). However, in
general, it has been observed that consumers' decision making is affected by fear of missing out (FoMo) and
therefore they tend to follow herd behavior (Kang et al., 2019). Some consumers also follow herd behavior because
of their longing to reduce losses and increase profits (Puaschunder, 2018).

One of the main reasons for being exposed to FOMO is the desire to constantly connect and be on the
same level with others (Dogan, 2019). According to Denison (2018), FoMo often leads consumers to irrational
decisions. Consumers displaying FoMo always strive to ensure that they are economically and socially equal with
others around them.

Looking at FoMo in finance holistically, the reason for the increase in the number of individual investors
in the market can be determined. Hershfield (2020) cites FoMo as the main reason behind this increase, even if the
market movement is uncertain. A crazy market has been developed, characterized by individuals who are afraid of
missing out on potential opportunities by not investing in the market (Morris, 2019).

The prevalence of FoMo among investors leads to a speculative bubble in the market. Also, the emergence
of FoMo is not limited to stocks, real estate, bitcoin, etc. This trend is also seen in investment instruments (Pichet,
2017). This phenomenon is not only limited to individual stocks, but also to investors who use mutual funds to
invest in the stock market rather than directly investing in stocks that are prone to these biases (Bailey et al., 2011).
Studies in this sense have generally associated FoMo with loss aversion, regret avoidance and ultimately
investment decision (Chen et al. 2007; Montier, 2010; Dar and Hakeem, 2015; Banerji et al. 2020; Chauhan et al.
2019; Shukla et al. 2020; Dennison 2018; Kang et al. 2020; Shiva et al. 2020; Gupta and Shrivastava, 2021).
Investments made in technology companies that are of special interest to investors in recent years can be an ideal
example of FoMo. While economic data and company earnings reports for the S&P 500 index's 7.4% growth
justify the rise in valuations, many believe that much of the market increase was due to the appreciation of a small
handful of FANG stocks (Facebook, Amazon, Netflix and Google). is considered. Examples such as Pets.com,
which has received more than $130 million in funding, Theranos with over $9 billion valuation (Feeney,
https://s3.amazonaws.com), and even the bitcoin craze are prime examples for FoMo.
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RESEARCH METHODOLOGY AND RESULTS

Within the scope of the study, the participants who participated in the survey were given information about two
companies with fictitious and unreal names. The names "Big" for the first company and "Persistence™ for the
second company were preferred. In the first question of the survey, a rather large company building, almost entirely
of glass and symbolizing the richness visually, was preferred for the Big Company, while a more modest building
image was chosen for the Persistence Company.

In the questions that followed, the photographs of the people who were said to belong to the people who
invested in these two companies were used. In the second and third questions, the photos of happy people investing
in the Big Company were preferred, while the photos of people with a sign of concern were preferred for the
Persistence Company. The participants were told that the photographs in the second question show the situation of
the investors one month later, while the photographs in the third question show the situation of the investors two
months later. In the fourth and fifth questions, the photographs of hopeless, devastated, angry and worried people
were used for the Big Company, and the photographs of people reflecting success and happiness were used for the
Persistence Company. Respondents were told that the photographs in the fourth question show the situation of the
investors one year later, while the photographs in the fifth question show the situation of the investors two years
later.

The second part of the questionnaire consists of a total of five questions. In the first question, the total
assets belonging to both companies are presented. In the second question, total debts were specified, while the sales
revenues were given in the third question. The investments planned by the companies and the values of these
investments were given in the fourth question, and the last dividends distributed by the companies are reported in
the fifth question. All the questions in this section are structured so that the financial situation of the Persistence
Company is better than the financial situation of the Big Company.

215 people participated in the study (145 women, 70 men; age 31.30 std. 13.05). Since it was determined
that the data were not suitable for normal distribution, non-parametric analyzes were performed in the study. The
correlations of the questions used in this study with each other are given in Table 1.
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Table 1. Correlation analysis results of the questions

Table 2 presents the descriptive statistics of the data.
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Table 2. Frequency Analysis Results
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According to the descriptive statistics results, it is seen that the participants made approximately equal choices in
the first three questions. In the first three questions, in which the images of the company building and the
photographs reflecting the situation of the current investors in the first and second months were used, the number of
participants who chose the Big Company and the Persistence Company were found to be almost equal. In the first
question, 46.5% of the participants chose the Big Company, while the group that chose the Persistence Company
was 53.5%. In the second question, in which the photos of the current investors are present one month later, 48.8%
of the people who chose the Big Company were at the level of 51.2% who chose the Persistence Company. In these
two questions, it is seen that the Persistence Company is preferred at a relatively higher level. However, in the third
question, where the photographs representing the current investors' situation two months later were shown, the Big
Company was preferred at 51.2% and the Persistence Company at 48.8% level. When these three questions are
examined, it is seen that there is no significant difference in terms of elections.

When it comes to the questions about the representative photos of current investors one and two years
later, it is seen that the preferences differ greatly. In the fourth question, it was determined that the Persistence
Company was preferred at the level of 72.1%, while the rate of those who preferred the Big Company was 27.9%.
When it comes to the fifth question, the rate of those who prefer to invest in the Persistence Company has grown
even more and reached 86%. In the same question, the rate of those who chose the Big Company remained at the
level of 14%.

When it comes to the second group of questions in which financial data are presented, a similar structure
draws attention. It is observed that the most preferred company in these questions is the Persistence. The financial
data given for the Persistence Company are designed as higher total assets, lower total debts, higher sales revenues,
higher investment budgets and higher dividends distributed. In the light of these data, it can be said that the
participants showed rational behavior.

Chi-square analysis revealed whether the answers received in the study were related to gender.
Considering the results in Table 3, significant relationships were found between gender and preference in the other
questions, except for the first and fourth questions.

TEM (Fomale 78 (8 0 loss7 |1 |oass|iTEMG [omme i 12 1S3 1ags |1 0028
JTEM (Female 89 125 0% 17154 |1 |ooo7 |imEm7 [Emei®d 128 11 J6a00 (1 0000
M :,T;T:Ie zg ig iég 9914 |1 |0,002|ITEMS Ej;?:'e 120 ég igs 483 |1 |0028
A :,T;T:Ie ‘1120 ég igs 2,165 |1 [0141|ITEM9 Eﬂe;?:'e 125 gg igs 18472 |1 [0,000

ITEM |Female |25 5 30 ITEM |Female |10 20 |30
5 Male |120 |65 185 |°0t |1 |00y Male |135 |50 |185
Table 3. Relationships between gender and items

18,472 |1 (0,000

The main research question of the study is “Will the public image of companies and investor profiles of publicly
traded companies prevent investors from acting rationally and financial data return the investor to rational
behavior?” To reveal the answer to this question, Wilcoxon Signed Ranks test was conducted. In the analysis, the
previous values were taken as the first three questions using visuals, and the following values as the last two
questions using visuals and the last five questions using financial data. Table 4 reflects the results of this test.
According to the results, significant differences were found between the first values and the final values explained.
Accordingly, the participants significantly changed their choices according to the company building and early-term
investor profile.

55 people, who preferred to invest in a large company by looking at the company building in the first
question, changed their minds when they looked at the photos showing the situation of the current investors in the
fourth question, and they preferred to invest in the Persistence Company. Likewise, the number of participants who
moved to the Persistence Company increased to 80 by looking at the photos, which are stated to reflect the current
investors' situation two years later. Similar results are observed when it comes to questions showing the financial
status of companies. 75 participants by looking at total income, 70 participants by looking at total debt, 75
participants by looking at sales revenue, 70 participants by looking at their budgets, and 70 participants by looking
at the dividends distributed, stated that they would like to invest in the Persistence Company by giving up the Big
Company. This result shows that the participants, who make irrational investment decisions just by looking at the
company building visuals, start to act rationally when the current investor profile and financial data come into play.
It was seen that the investors who made irrational decisions by looking at the photographs reflecting the situation of
the existing investors one month and two months later in the second and third questions of the questionnaire also
changed their minds in the next questions, and this change was statistically significant. According to the images
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reflecting the situation of the current investors one month later, 65 of the participants who declared that they would
invest in Big Company, looking at the situation of the current participants one year later and 90 of the participants
by looking at the situation of the current investors two years later switched to the Persistence Company. In addition,
85 of the participants by looking at total assets, 80 participants by looking at total liabilities, 85 ones by looking at
sales revenue, 85 participants by looking at investment budgets, and 85 of the participants by looking at dividends
distributed switched to the Persistence Company.

Finally, 65 of the participants, who irrationally chose the Big Company by looking at the situation of the
current investors two months later, stated that they would return to the Persistence Company, which is rational,
based on the situation of the current investors one year later. In addition, 85 of the participants by looking at the
current investors' situation two years later, 90 participants by looking at total assets, 85 participants by looking at
total debts, 90 ones by looking at sales revenue figures, 90 of the participants by looking at their investment
budgets and programs, and 90 participants by looking at the dividends distributed, stated that they would return to
the Persistence Company as well.

Mean | Sum of

i

Mean‘Sumof‘ 2 ‘ ‘N‘

Rank RENS Rank | Ranks
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None 120

Table 4. Wilcoxon Signed Ranks Results
CONCLUSION

The ever-increasing trade volume of small investors has been increasing rapidly in recent times. Platforms have
simplified the trading process and many brokerages have reduced their trading commissions to zero or almost zero,
making it much easier and cheaper for new traders to invest. It is necessary to examine in more detail because so
many individual investors throw their hard-earned money into the market. Many variables may be involved in this
review. Psychological factors are the first to come to mind.

There are many studies on investor psychology (Akerlof & Shiller, 2009; Altman, 2014; Baker &
Ricciardi, 2014; Barak, 2006; Barnewall, 1987; Daniel & Hirshleifer, 1998; Kahneman & Riepe 1998; Kahneman
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& Tversky, 1973; Lin, 2011; Loewenstein et al. 2001; Lopes, 1987; Nofsinger, 2012; Tversky and Kahneman,
1981; Tversky and Kahneman, 1974; Yal¢in, 2009). The analyzes seen in similar studies are generally about the
way investors make decisions in various psychological situations. Heuristics and biases are among the most
important factors affecting these decision-making styles. However, the relationship between the FoMo tendency
and investor behavior, which is generally encountered in the literature in social life and marketing, appears as a
new study subject. However, there are also studies that deal with investor behavior, decision making under risk and
uncertainty, or the factors affecting investor psychology, as well as the FoMo trend (Kang et al. 2019; Denison,
2018; Hershfield, 2020; Morris, 2019; Hodkinson, 2019; Dogan, 2019; Pichet, 2017).

Although it is an oversimplified example, the bubble inflated by a group of investors who thought that tech
stocks would continue to rise because they had risen in the past can explain the impact of FoMo on financial
markets. These investors acted out of fear of missing out on potential gains they could easily imagine. Because to
these investors, many other people seem to be winning, and it is a complete FoMo example of them feeling afraid
of missing out on potential gains while they are winning. If this FOMO spreads quickly, it could continue to drive
up the prices of the same stocks and industries, resulting in herding behavior.

Considering the findings obtained in this study, results consistent with FoMo stand out. In particular, the
answers obtained from the first three questions of the survey show that potential investors may succumb to FoMo.
However, the most important finding of the study was revealed after that. Although it was possible to succumb to
the influence of FoMo, the answers of the participants were closer to rationality in the later questions. The vote rate
of the case named as the Persistence company has gradually increased and even the answers of the participants who
stated that they would prefer to invest in the company that was previously named as the Big Company changed in
favor of rationality. This result, which is the most obvious result of the study, is important in terms of showing that
potential investors may fear missing out and act irrationally with little data, but their decisions can be rational when
more data is presented to them and they are given the opportunity to examine this data. Therefore, it is thought that
this study can form a basis for subsequent studies and be useful in explaining the relationship between FoMo
tendency and investor behavior.

Works Citation

Abel, J. P., Buff, C. L., & Burr, S. A. (2016). Social Media and the Fear of Missing Out: Scale Development and
Assessment.  Journal of Business &  Economics Research (JBER), 14(1), 33-44.
https://doi.org/10.19030/jber.v14i1.9554

Akerlof, G. A., & Shiller, R. J. (2010). Animal Spirits: How Human Psychology Drives the Economy, and Why It
Matters for Global Capitalism (Revised ed.). Princeton University Press.

Altman, M. (2014). Behavioral Economics, Thinking Processes, Decision Making, And Investment Behavior”,
Investor Behavior: The Psyvhology of Financial Planning And Investing, Editors: Baker H. K. And
Ricciardi V., First Edition, John Wiley&Sons, Inc, New Jersey.

Baker, K. H., & Ricciardi, V. (2014). Investor Behavior: The Psychology of Financial Planning and Investing (1st
ed.). Wiley.

Banerji, J., Kundu, K. and Alam, P.A. (2020). Influence of behavioural biases on investment behaviour. SCMS
Journal of Indian Management, Vol. 17 No. 1, pp. 81-98.

Barak, O. (2006). Hisse Senedi Piyasalarinda Anomaliler ve Bunlar1 Agiklamak Uzere Gelistirilen Davranigsal
Finans Modelleri; IMKB’de Bir Uygulama. Gazi Universitesi Sosyal Bilimler Enstitiisii Isletme Anabilim
Dali, Doktora Tezi.

Barnewall, M. M. (1987). Psychological Characteristics of the Individual Investor. ICFA Continuing Education
Series, 1987(2), 62-71. https://doi.org/10.2469/cp.v1987.n2.7

Chauhan, Y., Ahmad, N., Aggarwal, V., & Chandra, A. (2020). Herd behaviour and asset pricing in the Indian
stock market. IMB Management Review, 32(2), 143-152. https://doi.org/10.1016/j.iimb.2019.10.008

Chen, G. M., Kim, K. A., Nofsinger, J. R., & Rui, O. M. (2007). Trading Performance, Disposition Effect,
Overconfidence, Representativeness Bias, and Experience of Emerging Market Investors. SSRN Electronic
Journal. https://doi.org/10.2139/ssrn.957504

Chen, G., Kim, K.A., Nofsinger, J.R. and Rui, O.M. (2007), “Trading performance, disposition effect,
overconfidence, representativeness bias, and experience of emerging market investors”, Journal of
Behavioural Decision Making, Vol. 20 No. 4, pp. 425-451.

Daniel, K., Hirshleifer, D., & Subrahmanyam, A. (1998). Investor Psychology and Security Market Under- and
Overreactions. The Journal of Finance, 53(6), 1839-1885. https://doi.org/10.1111/0022-1082.00077

Dar, F.A. and Hakeem, I.A. (2015). The influence of behavioural factors on investors investment decisions: a
conceptual model. International Journal of Research in Economics and Social Sciences, Vol. 5 No. 10, pp.
51-65.

58 | Fear of Missing Out Reality in Financial Investments: Sezen Guingor et al.



Vol. 03 - Issue: 10/October_2022 ©lnstitute for Promoting Research & Policy Development DOI: 10.56734/ijbms.v3n10a4

Dennison, T. (2018). Behavioural investing that breaks the boxes. In Invest outside the Box, Palgrave Macmillan,
Singapore, pp. 279-290.

Dogan, V. (2019). Why Do People Experience the Fear of Missing Out (FOMQ)? Exposing the Link Between the
Self and the FOMO Through Self-Construal. Journal of Cross-Cultural Psychology, 50(4), 524-538.
https://doi.org/10.1177/0022022119839145

Gupta, S., & Shrivastava, M. (2021). Herding and loss aversion in stock markets: mediating role of fear of missing
out (FOMO) in retail investors. International Journal of Emerging Markets. https://doi.org/10.1108/ijoem-
08-2020-0933

Hershfield, H. (2020). How Availability Bias and FOMO Can Impact Financial Decision-Making, pp. 1-3,
available at: https://www.avantisinvestors.com/ (accessed July, 2022).

Hodkinson, C. (2016). ‘Fear of Missing Out’ (FOMO) marketing appeals: A conceptual model. Journal of
Marketing Communications, 25(1), 65-88. https://doi.org/10.1080/13527266.2016.1234504

Kahneman, D., & Riepe, M. W. (1998). Aspects of Investor Psychology. The Journal of Portfolio Management,
24(4), 52-65. https://doi.org/10.3905/jpm.1998.409643

Kahneman, D., & Tversky, A. (1973). On the psychology of prediction. Psychological Review, 80(4), 237-251.

Kang, 1., Cui, H., & Son, J. (2019). Conformity Consumption Behavior and FOMO. Sustainability, 11(17), 4734.
https://doi.org/10.3390/su11174734

Kang, 1., He, X., & Shin, M. M. (2020). Chinese Consumers’ Herd Consumption Behavior Related to Korean
Luxury Cosmetics: The Mediating Role of Fear of Missing Out. Frontiers in Psychology, 11.
https://doi.org/10.3389/fpsyg.2020.00121

Lin, H. W., & Lu, H. F. (2015). Elucidating the association of sports lottery bettors’ socio-demographics,
personality traits, risk tolerance and behavioural biases. Personality and Individual Differences, 73, 118—
126. https://doi.org/10.1016/j.paid.2014.09.024

Loewenstein GF, Weber EU, Hsee CK, Welch N. Risk as feelings. Psychol Bull. 2001 Mar;127(2):267-86.

Lopes, L. L. (1987). Between Hope and Fear: The Psychology of Risk. Advances in Experimental Social
Psychology Volume 20, 255-295. https://doi.org/10.1016/s0065-2601(08)60416-5

Mazgit, 1. 2007). Sermaye Piyasalarinda Spekiilasyon: Tarihin Tekerriirii. Finans Politik & Ekonomik Yorumlar,
No:10, 9.

Montier, J. (2010). The Little Book of Behavioural Investing: How Not to Be Your Own Worst Enemy. John Wiley
& Sons, Vol. 35, available at: https://books.google.co.in/ (accessed July, 2022).

Morris, A. (2019). House prices plummet in Sydney: the financialisation of housing comes unstuck. Housing
Finance International, Vol. 23 No. 4, pp. 19-24.

Nofsinger, J. R. (2012). The Psychology of Investing (Pearson Series in Finance) (5th ed.). Routledge.

Pichet, E. (2017). Bitcoin: Speculative Bubble or Future Value? SSRN Electronic Journal.
https://doi.org/10.2139/ssrn.3103706

Puaschunder, J. M. (2017). Nudgitize Me! A Behavioral Finance Approach to Minimize Losses and Maximize
Profits from Heuristics and Biases. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.2930824

Shiva, A., Narula, S. and Shahi, S.K. (2020). What drives retail investors’ investment decisions? Evidence from no
mobile phone phobia (nomophobia) and investor fear of missing out (I-FOMO). Journal of Content,
Community and Communication, Vol. 11.

Shukla, A., Rushdi, D., Jamal, N., Katiyar, D. and Chandra, R. (2020). Impact of behavioural biases on investment
decisions ‘A systematic review. International Journal of Management, Vol. 11 No. 4, pp. 68-76.

Tversky, A., & Kahneman, D. (1974). Judgment under Uncertainty: Heuristics and Biases. Science, 185(4157),
1124-1131. https://doi.org/10.1126/science.185.4157.1124

Tversky, A., & Kahneman, D. (1981). The Framing of Decisions and the Psychology of Choice. Science,
211(4481), 453-458. https://doi.org/10.1126/science.7455683

Yalgmn K. C. (2009.) Behavioral Finance: Investor Psychology. Marmara Universitesi Sosyal Bilimler Enstitiisii
Isletme Anabilim Dali Doktora Tezi.

59 | www.ijbms.net


https://doi.org/10.3389/fpsyg.2020.00121

