
JKAU: Islamic Econ., Vol. 28 No. 2, pp: 237-251 (July 2015) 

DOI: 10.4197 / Islec. 28-2.10 

237 

Islamic and Conventional Behavioral Finance: 
A Critical Review of Literature 

Osman Sayid Hassan Musse, Abdelghani Echchabi 
and Hassanuddeen Abdul Aziz 

 
Abstract. The purpose of this study is to critically analyze 
existing literature on behavioral finance and to draw 
conclusions and recommendations for future studies in this area. 
The study is based on a critical review of the literature of 
Islamic and conventional behavioral finance. The findings 
reveal that investors are affected by psychological and social 
factors toward their financial decision-making process with 
respect to investment and choosing a particular financial 
product. The paper concludes that Islamic behavioral finance is 
a relatively new and efforts are needed to advance work in this 
area compared with the more advanced conventional behavioral 
finance. Behavioral issues are, however, gaining considerable 
attention from a broad spectrum of investors, especially those in 
the Muslim world. 
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1. Introduction 

Traditional finance theories have been dominant in explaining financial 
market trends since the mid-1950s. Two main theories are worth 
mentioning: Modern Portfolio Theory (MPT) and the Efficient Market 
Hypothesis (EMH). MPT suggests strategies and techniques for selecting 
an efficient portfolio for investment for maximizing profit and 
minimizing risk. On the other hand, EMH assumes that financial markets 
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are efficient and investors act rationally in making their financial 
decisions and act based on full or relevant information about market 
prices to maximize their profit and other objectives (Misal, 2013).  

However, market bubbles, stock crashes and financial crises have 
shown that market information is not always perfect and that traditional 
finance has a poor track record in explaining financial market trends and 
stock price movements. In addition, there is also evidence that fund 
managers are subject to heuristics and biases and their investment 
patterns tend to follow market price trends (MacCowan & Orr, 2008). 
Efficient market theory has been a major point of disagreement between 
traditional and behavioral finance advocates in their search for a better 
understanding of finance and its theoretical underpinnings (Godoi, 
Marcon, & da Silva, 2005). 

Scholars have attempted to identify alternative finance approaches 
which take into account the influence of psychology and other social 
sciences in order to be able to provide better interpretation of investors’ 
behavior while making portfolio selection decisions. As a result of this 
search, behavioral finance emerged as an alternative to conventional 
finance in the late 1970s, highlighted by the key work of Kahneman and 
Tversky (1979).  

Behavioral finance still remains an emerging field of study. It 
investigates the role of psychology and other social factors in investors’ 
decision-making process (Kourtidis, Sevic, & Chatzoglou, 2011). Over 
the last three decades, however, it has become an important finance 
theory especially with regard to interpreting investors’ behavior in 
financial decision-making processes. It has received great attention from 
academicians, professionals and practitioners alike. However, while the 
theory is gaining popularity, it is still considered young. Much effort is 
needed to develop a framework for the study of behavioral issues in 
finance especially due to the incompatibility of assumptions made 
compared to traditional finance theory and lack of sufficient research to 
find substitute theories (Godoi, Marcon, & da Silva, 2005).  

The main aim of the paper is to critically review the existing 
studies in the field of both Islamic and conventional behavioral finance 
and to analyze their main features. The remainder of the paper is 
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organized as follows: Section two critically reviews the selected literature 
in both Islamic and conventional behavioral finance, while the third 
section discusses some issues arising from that review. The last section 
reports the limitations of the study and makes some recommendations for 
future studies in this area of research.  

2. Literature Review 

2.1 Conventional Behavioral Finance 

There is an enormous literature in the field of behavioral finance that 
explores the influence of psychology and other social factors on 
investors’ behavior toward their financial choices. This section highlights 
some interesting recent findings from this literature. For instance, Bailey, 
Kumar and Ng (2011) examine the effect of behavioral partialities for 
mutual fund choices. They test: attention to news, tax awareness, fund-
level familiarity, behavioral and demographic characteristics using factor 
analysis, correlations and descriptive analysis. The factor analysis 
suggests that investors often conform to a stereotype that can be 
characterized as a gambler, overconfident, narrow framer or immature. 

To highlight the role of overconfidence and risk perception in 
investors’ decision-making process, Broihanne, Merli and Roger (2014) 
study risk perception, overconfidence, risk-taking and expectations 
employing descriptive statistics and the GLW (Glaser Langer and Weber 
measure. They find that respondents appear to be overconfident in their 
attitude towards both financial market and stock price trends. They are 
also overconfident in forecasting future stock prices. The risk that they 
are willing to assume is positively influenced by this overconfidence and 
optimism and negatively influenced by perceptions of risk. However, the 
stock return volatility anticipated is, in most cases, an insignificant 
determinant of the risk that investors are ready to assume. 

In an in-depth analysis of the influence of behavioral factors on 
investors’ decision-making process, Kourtidis, Sevic and Chatzoglou 
(2011) group investors into three main categories: high profile investors, 
moderate profile investors and low profile investors based on their 
psychological preferences and personality traits in order to examine 
whether, and how, these preferences and traits drive their behavior. They 
examine overconfidence, risk-tolerance, self-monitoring and social 
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influence by using descriptive analysis, ANOVA and independent sample 
t-test. The results show that the higher the investors’ profile in risk-
taking, the higher will be the performance of these investors on stock 
trading. 

In the context of the Nigerian Stock Market, Babajide and 
Adetiloye (2012) examine behavioral preferences among stock market 
investors and their effects on stock market performance. They study the 
following variables: overconfidence, loss aversion, confirmation bias, 
framing, anchoring, status quo bias and myopic loss aversion. Their 
results indicate that there is strong evidence for behavioral partialities, 
but it is not so dominant in the case of the Nigerian market. This is due to 
the existence of a negative relationship between behavioral preferences 
and stock market performance as indicated using correlation techniques 
and Pearson product moment coefficient as the main tools of analysis. 

To investigate the performance of day-traders in the Taiwanese 
futures market, Kuo and Lin (2013) examine overconfident individual 
day-traders using descriptive statistics. Their results indicate that day-
traders are not only overconfident about the accuracy of their 
information, but are also mistaken in their interpretations of information. 
This is one of the few studies in behavioral finance that used secondary 
data in order to investigate psychology and other social factors on 
investors’ decision-making process and their results are in line with the 
findings of other studies based on primary data. 

To study whether investors’ personality and perceptual biases 
influence their decision-making process in the Tehran Stock Market, 
Sadi, Asl, Rostami, and Gholipour (2011) investigate the above 
relationship examining overconfidence bias, availability bias, escalation 
of commitment, randomness bias and hindsight bias and their influence 
on investors’ personality in relation with respect to their financial 
decision-making employing parametric analysis and correlation. Their 
findings indicate that there is a significant correlation between perceptual 
partialities and investors’ personality traits. 

Onsomu (2014) aimed to identify behavioral biases in the case of 
investors on the Nairobi Securities Exchange. They investigate the 
relationship between gender and other behavioral biases, such as 
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availability bias, representativeness bias, confirmation bias, disposition 
effect and overconfidence bias using descriptive statistics and Pearson 
chi-square technique as an instrument of analysis. They conclude that 
investors were affected by availability bias, representativeness bias, 
confirmation bias and disposition effect. However, there is no significant 
effect between the overconfidence bias and availability bias, 
representativeness bias, confirmation bias, disposition effect and 
overconfidence bias and gender effects. 

For the purpose of comparison some studies compare the 
differences between psychological , social and microeconomic factors to 
analyze which best explains investors’ behavior. Islam (2012) studied the 
most influential factors from the above three categories in investors’ 
decision-making process by testing the following variables: over-
confidence, availability bias, representative bias, anchoring bias, loss 
aversion, regret aversion, mental accounting bias, Using the Dhaka Stock 
Exchange as a case study. Descriptive statistics and factor analysis were 
used for the analysis. The author conclude that psychological factors 
were the most influential factors among the three categories in investor’s 
decision-making process.  

From the above evidence it can be concluded that psychological 
factors are the most influential factors in investors’ decision-making 
process compared to social and microeconomic factors. However, to rank 
the most influential psychological factors toward investors’ decision-
making process, Dharmaja, Ganesh and Santhi (2012) study the influence 
of the following variables: self-image/firm-image, co-incidence, 
accounting information, neutral information, advocate recommendations, 
personal financial needs, investor’s financial tolerance, emotional risk 
tolerance and financial literacy to figure out the level of influence of 
various psychological factors on individual investor’s behavior using the 
case of Geojit BNP Paribas Financial Service Ltd, Coimbatore, India. 
Their results, using descriptive and chi-square tests, indicate that 
accounting information is the most influential factor on individual 
investor’s behavior.  

To measure the relationship between the color of credit cards and 
their shape and psychological and other social factors, Kiyilar and Acar 
(2009) study overconfidence, anchoring and sticking, protection against 
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uncertainty, protection against loss, preventing loss, regret, monetary 
illusion, gender, marital status, age, education level, and financial 
information. They also try to find out whether or not such behavior 
differed on the basis of demographical parameters in a number of banks 
in Istanbul. They employ the chi-square test for their analysis. The results 
indicate that women mostly preferred red credit cards while men 
preferred blue cards. No dependency relation was observed between any 
other demographical parameter and the color of credit card or their shape.  

 
Table (1). Selected conventional studies on behavioral finance. 

Author(s)/Year Variables Studied Type of Data/ 
Sample 

Methodology 

Dharmaja, 
Ganesh & Santhi
(2012) 

Self-image firm-image co-
incidence, accounting infor-
mation, neutral information, 
advocate recommendations and 
personal financial needs. 

Questionnaire 
200 Investors of 
Geojit BNP 
Paribas Financial 
Service Ltd, India

Descriptive and Chi-
Square Test. 

Islam 
(2012) 

Over-confidence, availability 
bias, representative bias, 
anchoring bias, loss aversion, 
regret aversion, mental 
accounting bias 

Questionnaire 
312 of Dhaka 
stock market 
individual 
investors 

Descriptive Statistics 
and Factor Analysis 

Kıyılar 
& Acar 
(2009) 

Over-confidence, anchoring 
and sticking, protection against 
uncertainty, protection against 
loss, preventing loss, regret, 
monetary illusion, gender, 
marital status, age, education 
level, and financial 
information. 
 
 

Questionnaire 
130 of credit card 
users in Istanbul 
city banks 

Chi-Square Test For 
Independence 

Sadi, Asl & 
Rostami 
(2011) 

Overconfidence bias, 
availability bias, escalation, 
randomness bias and hindsight 
bias. 

Questionnaire 
200 of the 
investors in 
Tehran's stock 
market 

Parametric Analysis 
and Correlation 

Babajide&Adetilo
(2012) 

Overconfidence, loss aversion, 
confirmation bias, framing, 
anchoring, status quo bias and 
myopic loss-aversion 

Questionnaire 
300 of investors 
in Nigeria 
security market 

Correlation and 
Pearson Product 
Moment Coefficient. 

Onsomu 
(2014) 

Availability bias, 
representativeness bias, 
confirmation bias, disposition 
effect and overconfidence bias 

Questionnaire 
58 of Nairobi 
Securities 
Exchange 

Descriptive Statistics, 
Pearson Chi-Square 
test. 
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Author(s)/Year Variables Studied Type of Data/ 
Sample 

Methodology 

Bailey, Kumar 
& Ng 
(2011) 

Attention to news, tax 
awareness, and fund-level 
familiarity bias, behavioral and 
demographic characteristics. 

Monthly portfolio 
positions data 
Thousands of 
brokerage 
accounts of US 
individual 
investors. 

Factor Analysis and 
Cross–Correlations 

Broihanne, Merli 
& Roger 
(2014) 

Risk perception, 
overconfidence, risk attitude, 
risk-taking and expectations. 

Interview and 
Questionnaires 
Interviewed 64 
high-level 
professionals and 
61 questionnaires 
from CCR [??] 
Asset 
Management, 
Paris. 

Descriptive Statistics 
and the GLW 
Measure. 

Kourtidi, Sevic & 
Chatzoglou 
(2011) 

Overconfidence, risk tolerance, 
self-monitoring and social 
influence 

Questionnaire 
345 investors 
(Individuals and 
professional) in 
Greece. 

Descriptive analysis, 
ANOVA Test and 
Independent Sample 
T-Test. 

Kuo and Lin 
(2013)  

Overconfidence Day Traders data 
in Taiwan Futures 
Market 
Sample: 3470 
individual day 
traders in Taiwan 
futures market. 

Descriptive 
Statistics. 

 

2.2 Islamic Behavioral Finance 

Islamic behavioral finance is seen to be an important field that can play a 
vital role in explaining investors’ behavior toward their decision-making 
process. In this regard, some studies have been undertaken to measure the 
influence of psychology and other social factors on investors’ behavior 
toward financial decision-making process and their intention to invest. Ali 
Zani and Kasim (2014) investigate the influence of attitude, social 
influence and perceived behavioral control on investors’ intention to invest 
in the Malaysian Islamic unit trust industry employing Structural Equation 
Modeling (SEM) as the analysis instrument. Their results highlight that 
attitude and perceived behavioral control have significant and positive 
influence on investors’ intention to invest in Islamic unit trusts. 
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For the same purpose, Structural Equation Modeling (SEM) was 
employed to examine the role of attitude, subjective norms, perceived 
behavioral control and moral norms on investors’ intention to invest in 
socially responsible investments (SRI) in Malaysia by Adam and Shauki 
(2014). They found that attitude, subjective norms and moral norms were 
positively correlated to the intention to invest in SRI. 

In the same market, but in a different sector, namely, Islamic credit 
card products, Amin (2014) explored factors that influence Malaysian 
bank customers toward their choice of Islamic credit cards applying the 
Theory of Reasoned Action (TRA) using Partial Least Squares (PLS) and 
factor analysis. He investigated the following variables: attitude, 
subjective norm and perceived financial cost in relation with intention to 
choose Islamic credit cards. He concluded that attitude, subjective norm 
and perceived financial cost significantly influenced the intention to 
choose Islamic credit cards in Malaysia. 

Also within the Malaysian environment, but in the context of 
Islamic home financing products, Amin, Abdul-Rahman and Abdul-
Razak (2013) investigate the effects of subjective norm, relative 
advantage, simplicity, compatibility and perceived behavioral control on 
Islamic home financing in Kota Kinabalu City, East-Malaysia using an 
integrated theory: TPB (Theory of Planned Behavior) and the IDT 
(Innovations Diffusion Theory) and PLS as a tool for analysis to examine 
the hypothesized relationships among different constructs. They use an 
integrative approach and find that it is valid in the case of Islamic home 
financing in Malaysia. However, their results do not support the effect of 
compatibility on attitude toward Islamic home financing. They also 
report that attitude does not govern the relationship between 
compatibility and Islamic home financing in the case of Malaysia.  

From a regional perspective, Sun, Goh, Fam and Xue (2012) study 
the effects of religious commitment on Southeast Asian young adults’ 
intention to adopt Islamic mobile phone banking using a Technology 
Acceptance Model (TAM). They examine the following variables: 
religious belief and commitment, perceived self-expressiveness, subjective 
norm, perceived financial cost, perceived credibility and perceived 
usefulness toward intentions to adopt Islamic mobile banking services. 
They conclude that religious belief and commitment are positively 
correlated with the intention to adopt Islamic mobile banking services. 
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In the Islamic insurance industry (takāful), an emerging sector in 
Islamic finance, Echchabi, Olarogun and Azouzi (2014) examine 
uncertainty, relative advantage, compatibility, social and awareness 
influence on Tunisian customers to adopt Islamic insurance using SEM 
and one-sample t-tests in order to determine factors that influence their 
decision-making process. Their results indicate that Tunisian customers 
are willing to adopt Islamic insurance services. 

To examine the importance of religious influence on stock 
investors’ behavior, Bialkowski, Etebeari and Wisniewski (2012) study 
the stock returns for 14 Muslim-majority countries: Bahrain, Jordan, 
Indonesia, Egypt, Kuwait, Malaysia, Morocco, Oman, Pakistan, Qatar, 
Saudi Arabia, Tunisia, Turkey and United Arab Emirates over 1989–
2007, during the holy month of Ramadan, using daily equity return data 
and ten different testing techniques including pooled OLS and panel 
estimations. Their conclusion is that stock returns during Ramadan are 
significantly higher and less volatile compared to stock returns in the rest 
of the year. Furthermore, they highlight that Ramadan positively affected 
investors’ psychology and promotes feelings of solidarity and social 
identity among Muslims worldwide leading to optimistic beliefs that 
extend to investment decisions due to changes in investors’ psychology. 

For the same purpose, but in a single country study, Canepa and 
Ibnrubbian (2014) investigate the effect of religious beliefs on stock price 
movements in the Saudi Arabian Stock Market using descriptive analysis 
and stochastic dominance analysis. Their findings indicate that religious 
tenets influence investors’ behavior toward their selecting investment 
portfolio. Therefore, they reach the conclusion that the traditional finance 
is not that good at explaining stock price trends. Behavioral finance 
theories are more helpful to understand stock volatilities in the Saudi 
Arabian market. 

Wahyuni (2012) studies factors that influence the Muslim 
community’s behavior toward acceptance of Islamic banking services in 
Surakarta, Indonesia. Using factor analysis and hierarchical regression 
methods they test: attitude, social influence, and knowledge with regard 
to the acceptance of Islamic mobile money services. The results indicate 
that attitude and knowledge significantly influence the Muslim 
community’s behavior towards Islamic banking services, while social 
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influence is also found to be a significant factor in the early stages of 
testing. 

In order to measure the level of acceptance of E-Syariah(1) Portal 
services in Malaysia, Yahya, Nadzar and Abdul Rahman (2012) study the 
factors that influence the intention to use the E-Syariah Portal They 
investigate the following variables: performance expectancy, effort 
expectancy, social influence, self-efficacy, anxiety, attitude, behavioral 
and facilitating conditions in addition to gender, age, experience, and 
voluntariness variables. They apply the unified theory of acceptance and 
use of technology (UTAUT). They conclude that performance 
expectance, effort expectancy, social influence, information and system 
quality, religion and belief are strongly correlated with intentions to use 
E-Syariah Portal Service in Malaysia. 

Table (2). Selected Islamic studies on behavioral finance. 

Author(s)/ 
Year Variables Studied 

Type of Data/
Sample Size Methodology 

Adam & Shauki
(2014) 

Intention, attitude, 
subjective norms, perceived 
behavioral control and 
moral norms.

Questionnaire
713 of Malaysian 
Investors 

Structural 
Equation Model 

Ali, Zani and 
Kasim 
(2014) 

intention ,attitude, social 
influence and perceived 
behavioral control  

Questionnaire
172 of Universiti 
Teknologi 
Mara(UiTM) 
academic staff in 
Malaysia

Structural 
Equation Model 

Amin 
(2013) 

Attitude, subjective norm 
and perceived financial cost 
in relation with intention to 
choose Islamic credit cards

Questionnaire
257 of bank 
customers in Labuan, 
Eastern-Malaysia.

Theory of 
Reasoned Action  

Sun, Goh, Fam, 
&Xue 
(2012)  

Religious affiliation and 
commitment, Perceived self-
expressiveness, Subjective 
norm, perceived financial 
cost, perceived credibility, 
perceived usefulness and 
Intention to us

Questionnaire
30 of Southeast Asian 
young adults. 

Technology 
Acceptance 
Model 

Echchabi, 
Olorogun, 
&Azouzi 
(2014) 

Uncertainty, relative 
advantage, compatibility, 
social influence, and 
awareness toward adoption 
of Islamic Insurance 
Service

Questionnaire
66 of Tunisian 
customers 

Structural 
Equations Model  

                                                            
(1) The term Sharīʿah is sometimes spelled Syariah in Malaysia.  
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Author(s)/ 
Year 

Variables Studied Type of Data/
Sample Size 

Methodology 

Białkowski, 
Etebari, & 
Wisniewski 
(2012) 

Ramadan as religious belief 
factor in relation with stock 
returns. 

Daily Equity Return 
Data (1989-2007) 
Fourteen 
predominantly 
Muslim countries

Pooled OLS and 
Panel 
Estimations. 

Wahyuni 
(2012) 

Attitude, social influence, 
behavior intention, 
knowledge. 

Questionnaire
198 Muslims from 
Surakarta, Indonesia 

Factor analysis 
and hierarchical 
regression 
methods 

Yahya, Nadzar, 
& Abdul 
Rahman 
(2012) 

Performance expectancy, 
effort expectancy, social 
influence, self-efficacy, 
anxiety, attitude, behavioral 
intention, facilitating 
conditions, gender, age, 
experience and 
voluntariness toward E-
Syariah Portal Service.

Questionnaire
35 of users of e-
Syariah Portal. 

Unified Theory of 
Acceptance and 
Use of 
Technology. 

Canepa & 
Ibnrubbian 
(2014) 

Religious beliefs in relation 
to stock prices 

Daily Closing Prices 
Data 
Saudi Stock Market 

Descriptive 
Analysis and 
Stochastic 
Dominance 
Analysis 

Amin, Abdul- 
Rahman, & 
Abdul-Razak 
(2013) 

Subjective norm, relative 
advantage, simplicity, 
compatibility and perceived 
behavioral control toward 
Islamic home financing 
adoption. 

Questionnaire
237 of non-house 
owners of Islamic 
banks and bank 
customers in Kota 
Kinabalu, East-
Malaysia

Integrated 
Method: TPB and 
the IDT models 

Source: Compiled by authors 

3. Discussion of Some Issues 

Based on the above literature, a number of observations can be made. First 
of all, the studies focusing on behavioral finance investigate partialities of 
actual investors while the studies on Islamic behavioral finance mainly 
focus on intentions to invest or perceptions about Islamic investment. This 
might be mainly due to the longer history of traditional behavioral finance 
and the considerable number of empirical studies addressing these 
preferences. It might also be due to the nature of conventional finance 
which does not have an agreed single underpinning theory. In contrast, 
behavioral Islamic finance is a relatively new area of study since the 
industry itself is new. Hence, the corresponding data may not have been 
sufficient to conduct comparable studies andthis has also probably 
restricted the use of advanced statistical tools in Islamic finance studies.  
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Islamic behavioral finance studies mainly focus on the theory of 
planned behavior dimensions such as perceived behavioral control, 
subjective norms, etc., while traditional behavioral finance studies focus 
on ‘specific’ behavioral patterns and preferences. This is due to the same 
reasons as mentioned above. At this stage it is of prime importance to 
highlight that a comprehensive framework of behavioral finance is 
required rather than merely applying psychological theories of social 
behavior that are rooted in classic human behavior and not verified 
against the Islamic paradigm.  

As a result of the above observations, most of the studies on 
behavioral finance are currently conducted in a conventional context. 
Hence, there is an urgent need for the development of Islamic behavioral 
finance theory and to establish a comprehensive framework for such 
studies based on Islamic principles. More importantly, future studies on 
Islamic behavioral finance should adopt Islamic theories applied to 
financial behavior.  

4. Conclusion 

The main purpose of the study is to critically analyze the existing 
literature on behavioral finance (Islamic and conventional). The literature 
reveals that investors’ behavior is affected by psychology and other 
social factors in their financial decision-making process or toward their 
intention to invest. The study also highlights that Islamic behavioral 
finance has so far investigated non-users of Islamic products at the time 
of study to check whether they are willing to invest or use Islamic 
products, while conventional studies investigate the behavior of investors 
already engaged in stock market or fund investments. 

In general, the literature indicates that behavioral finance is an 
important development in financial theory. It plays a crucial role in 
understanding investors’ behavior towards financial decision-making or 
intentions to use a particular product for investing or usage. Even though 
the theory is gaining popularity, much work needs to be done to integrate 
behavioral with mainstream finance theories. Behavioral finance theories 
are not compatible with the assumptions of traditional finance theories 
but they have not (as yet) supplanted the traditional approaches. The 
reviewed literature highlights that Islamic behavioral finance is still in its 
early stage of development. It needs to cover a lot of distance to reach a 
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stage comparable to its conventional counterpart. Moreover, it does not 
yet test the behavior of investors already involved in Islamic investments. 

It is noteworthy that conventional behavioral finance heavily 
focuses on understanding financial market anomalies and the reasons 
investors behave contrary to rational assumptions. A comprehensive 
framework of behavioral finance is currently missing due to these 
anomalies. In contrast, Islamic behavioral finance resaerchers are in a 
strong position to establish such a framework based on Islamic principles 
that are universally agreed upon. This would subsequently contribute to 
the understanding of the behavior of Muslim investors and depositors. 
This in turn will assist in the further development of Islamic banking and 
finance across the globe.  

References 

Adam, A.A. and Shauki, E.R. (2014) Socially responsible investment in Malaysia: 
behavioral framework in evaluating investors' decision-making process. Journal 
of Cleaner Production, 1(17), 3-45. 

Ali, S., Zani, R.M. and Kasim, K. (2014) Factors Influencing Investors’ Behavior in 
Islamic Unit: An Application of Theory of Planned Behavior. Journal of Islamic 
Economics, Banking and Finance, 10(2), 183-201. 

Amin, AbdulRahman, A.-R., and Abdul-Razak, D. (2013) An integrative approach 
for understanding Islamic home financing adoption in Malaysia. International 
Journal of Bank Marketing, 31(7), 544-573. 

Amin, H. (2013) Factors influencing Malaysian bank customers to choose Islamic 
credit cards Empirical evidence from the TRA model. Journal of Islamic 
Marketing, 4(3), 245-263. 

Babajide, A.A., and Adetilo, A.K. (2012) Investors’ Behavioral Biases and the 
Security Market: An Empirical Study of the Nigerian Security Market. 
Accounting and Finance Research, 1(1), 219-229. 

Bailey, W., Kumar, A. and Ng, D. (2011) Behavioral biases of mutual fund investors. 
Journal of Financial Economics 102, 1-27. 

Białkowski, J.d., Etebari, A. and Wisniewski, T.P. (2012) Fast profits: Investor sentiment 
and stock returns during Ramadan. Journal of Banking & Finance, 36, 835-845. 

Broihanne, M., Merli, M. and Roger, P. (2014) Overconfidence, risk perception and the 
risk-taking behavior of finance professionals. Finance Research Letters 11, 64-73. 

Canepa, A. and Ibnrubbian, A. (2014) Does faith move stock markets? Evidence from 
Saudi Arabia. The Quarterly Review of Economics and Finance, xxx-xxx. 

Dharmaja, G.V. Ganesh, J. and Santhi, V. (2012) A Study on the Individual Investor 
Behavior with Special Referance to Geojit BNP Paribas Financial Service Ltd, 
Coimbatore. IRACST- International Journal of Research in Management & 
Technology, 2(2), 243-252. 



250               Osman Sayid Hassan Musse, Abdelghani Echchabi and Hassanuddeen Abdulaziz 

Echchabi, A., Olorogun, L.A. and Azouzi, D. (2014) Islamic insurance prospects in 
Tunisia in the wake of the. Journal of Islamic Accounting and Business 
Research, 5(1), 15-28. 

Godoi, C.K., Marcon, R. and da Silva, A.B. (2005) Loss Aversion: A Qualitative 
Study In Behavioral Finance. Managerial Finance, 31(4), 46-56. 

Islam, S. (2012) Behavioral Finance of an Inefficient Market. Global Journal of 
management and business research, 12(14), 12-34. 

Kahneman, D. and Tversky, A. (1979) Prospect Theory: An analysis of decision under 
risk. Econometrica, 47(2), 263-291. 

Kıyılar, M. and Acar, O. (2009) Behavioral Finance And The Study Of The Irrational 
Financial Choices Of Credit Card Users. Annales Universitatis Apulensis Series 
Oeconomica, 11(1), 457-468. 

Kourtidis, D., Sevic, Z. and Chatzoglou, P. (2011) Investors’ trading activity: A 
behavioral perspective and empirical results. The Journal of Socio-Economics, 
40, 548-557. 

Kuo, W.-Y. and Lin, T.-C. (2013) Overconfident individual day traders: Evidence from 
the Taiwan futures Market. Journal of Banking & Finance, 37, 3548-3561. 

MacCowan, R.J. and Orr, A.M. (2008) A behavioral study of the decision processes 
underpinning disposals by property fund managers. Journal of Property 
Investment & Finance, 26(4), 342-361. 

Misal, D. (2013) A study of behavioral finance and investors' emotions in Indian capital 
markets. International Journal of Economics and Business Modeling, 4(1), 206-208. 

Muradoglu, G. and Harvey, N. (2012) Behavioral finance: the role of psychological 
factors in financial decisions. Review of Behavioral Finance, 4(2), 68-80. 

Onsomu, Z.N. (2014) The Impact Of Behavioral Biases On Investor Decisions In 
Kenya: Male Vs Female. IMPACT: International Journal of Research in 
Humanities, Arts and Literature, 2(6), 87-92. 

Ricciardi, V. and Simon, H.K. (2000) What is Behavioral Finance? Business, 
Education and Technology Journal, 2(2), 1-9. [not cited in the text]. 

Sadi, R., Aṣl, H.G. and Rostami, M.R. (2011) Behavioral Finance: The Explanation of 
Investors’ Personality and Perceptual Biases Effects on Financial Decisions. 
International Journal of Economics and Finance, 3(5), 234-241. 

Sun, S., Goh, T., Fam, K.-S. and Xue, Y. (2012) The influence of religion on Islamic 
mobile phone banking services adoption. Journal of Islamic Marketing, 3(1), 81-98. 

Wahyuni, S. (2012) Moslem Community Behavior in The Conduct of Islamic 
Bank:The Moderation Role of Knowledge and Pricing. Procedia - Social and 
Behavioral Sciences, 57, 290-298. 

Yahya, M., Nadzar, F. and Abdul Rahman, B. (2012) Examining User Acceptance of 
E-Syariah Portal Among Syariah Users in Malaysia. Procedia - Social and 
Behavioral Sciences, 67, 349-359. 

 



Islamic and Conventional Behavioral Finance: A Critical Review of Literature                 251 

 

 
 
Osman Sayid Hassan Musse [MSc (2011) International Islamic 
University Malaysia] is currently a Ph.D candidate in Islamic 
Banking and Finance at the Faculty of Economics and Muamalat, 
Islamic Science University of Malaysia. He holds a Master of 
Science in Finance from International Islamic University Malaysia. 
He has authored and co-authored papers in various aspects of 
finance and banking, and presented papers in several international 
conferences and seminars. His current areas of interest include 
Corporate Finance, Islamic Finance, and Behavioral Finance.   

E-mail: osmansayid@gmail.com 

Abdelghani Echchabi [Ph.D (2014) International Islamic 
University Malaysia] is currently an Assistant Professor of 
Finance/Islamic Finance at Effat University, Jeddah, Saudi Arabia. 
He holds a Master of Science in Finance from International Islamic 
University Malaysia. He has authored and co-authored papers in 
various aspects of finance and banking, and presented papers in 
several international conferences and seminars. His current areas of 
interest include Islamic Finance, Public Finance, and Political 
Finance.   

E-mail: abdelghani.mo@gmail.com 

Hassanuddeen AbdulAziz [Ph.D (1998) University of Illinois at 
Urbana-Champaign, USA] is currently a Professor of 
Finance/Islamic Finance and a holder of the Islamic Finance 
Scientific Chair at Effat University, Jeddah, Saudi Arabia. He is 
also a professor of Finance at the International Islamic University 
of Malaysia. He holds a Master of Business Administration from 
the University of Rochester, USA, and a Master of Science from 
the University of Illinois, USA. He has authored over 40 papers in 
various dimensions of finance and banking, and presented papers 
in several international conferences and seminars. His current areas 
of interest include Islamic Finance and Corporate Finance.  

E-mail: hassanuddeen@gmail.com 
 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /MEA ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


