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3B'A30K MDK MPUAHATTAM KCB | KOPMTOPATUBHUMU ®IHAHCOBUMM PE3YIIbTATAMW.
3A JAHUMU BDb

AHanizyembcs 38'130K MiX KOpropamueHoo coyianbHoto eidnosidanbHicmio (KCB) i kopnopamueHumu ¢hinHaHcosumu nokasHukamu (K®[1) Ha
npuknadi komnaHil, 3apeecmpoeaHux Ha PyMyHCbKOMY PUHKY. [ns yb020 cnoyamky po3anisidaemscs icHyro4a nimepamypa, a 0asi euKopucmaHo
OaHi 3a nepiod i3 2007 no 2015 pik (naHenbHi daHi), 0 sIKUX 3acMoco8aHO Mpocmy Modesib pezpecii. I3 3a2anbHOI KinbKOocmi KoMnaHil, w0 Komupy-
rombcs Ha Byxapecmcbkili gpoHOo8iIl 6ipxi (BPB), Mmu eubpanu 59 komnaHil, siKi He eukmoYanu 3 mopeaie i 3a sskumu 6ynu docmynHi giHaHcoei
pe3ynbmamu 3a eeck docidxyeaHul nepiod. Lji 0aHi ceidyamb npo 3pocmaHHs ¢hiHaHcoeuUX NOKa3HUKie y komnaHil, wo eukoHyroms KCB (minbku
16 i3 59 komnaHil 3diilicHoromb disinbHicmb eidnoeidoHo do KCB), nopieHsiHO 3 KoMmnaHissMu, wo He matomb KCB. Lle docnidxeHHs1 Mae eaxsiuee
npakmuyHe 3HaYeHHs1 Onsi nosimukie, MeHedxXxepie, iHeecmopie ma iHWux 3ayikassieHUX cmopiH.

Knro4oei cnosa: kopnopamueHa coyianbHa gidnosidanbHicmb, kopnopamuseHi ¢hiHaHcoei noka3Huku, Byxapecmcbka gpoHdosa 6Gipika.
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CBA3b MEXAOY NPUHATUEM KCO U KOPMOPATUBHbIMN ®UHAHCOBbLIMU PE3YJIbTATAMW.
no AAHHbIM B®b

AHanusupyemcs cesizab Mexdy KopropamueHoli coyuanbHoli omeemcmeeHHocmbto (KCO) u kopnopamueHbIMuU ¢puHaHCOBbLIMU MOKa3amesnsiMu
(K®l) Ha npumepe komMnaHuli, 3ape2ucmMpupPo8aHHbIX Ha PYMbIHCKOM pbiHKe. [insi amoz2o eHayane paccMampueaemcsi cyujecmeyrowasi aumepa-
mypa, a Oasiee ucrnosib308aHbl 0aHHbIe 3a nepuod ¢ 2007 no 2015 200 (naHesnbHbIe AaHHbIE), K KOMOPbLIM NMPUMeHeHa nMpocmasi ModeJib pe2peccuu.
N3 o6wezo yucna komnaHull, komupyroujuxcsi Ha Byxapecmckoli gpoHdoeol 6upxe (BPB), Mbl ebibpanu 59 komnaHull, KOmopbie He UCK/IroYanu u3
mopeaoe u Mo kKomopbIM 6bi1u docmynHbI hUHaHCO8bIE pe3yibmambl 3@ 8ecb uccriedyeMblili nepuod. Amu AaHHble caudemesibCMayHMm 0 803pac-
maHuu ¢ghuHaHcoebIX nokasamesieli y KoMnaHul, ebinonHsirouwjux KCO (monbko 16 uz 59 komnaHuli ocywecmesnsiom dessmesibHOCMb 8 coomeem-
cmeuu c KCO), no cpasHeHuUto ¢ KoMnaHusimu, He umetrowjumu KCO. [laHHoe uccrnedogaHue uMeem 8axHoe fpakmuyeckoe 3HayeHue 011 MoJIUMUKOS,
MeHed)epoe, UHeecmopoe U Opyaux 3auHmepPeco8aHHbIX CINMOPOH.

Knroyeenle crioea: koprnopamueHasi coyuasbHasi omeemcmeeHHOCMb, KOpropamueHbie ¢huHaHcoeble rnokasamenu, Byxapecmckasi gpoHOoeast 6upika.
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AN AGGREGATE EXAMINATION OF THE INVESTMENT BEHAVIOUR

As individuals we are egocentric, consistently intending to enhance our self-interests by satisfying our most demanding needs and
accomplishing our targets. After assembling all the missing information and estimating the probabilities that will ease our directions
without being too excessive, the decision is being made. Individuals are perceived to be rational investors. Although the theory is teaching
us that we all choose based on calculated possibilities and desired outcomes, the observed conduct disproves it. The aim of this paper is
to discern how humans behave, react and invest, with the help of an aggregate research based on historical economic contexts and
models. By evaluating as well the strategic conduct in uncertain situations will definitely lead to the identification of some patterns in the
decision-making process. Because in the end, humans are being distinguished by their pragmatic way of deciding.

Keywords: bounded rationality, ambiguity aversion, adaptive expectations, behavioural biases.

Introduction. "An aggregate examination of the
investment behaviour" intends to outline a clearer and more
detailed picture regarding individuals' preferences and the

resources that guide personal behaviour. Through this
article, we will be able to understand how people shape their
expectations, the methods that are used in building
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forecasts and last, but not least, how can behaviour adapt to
a continuously changing environment.

The present work is structured in 7 sections, as follows:
part two reveals some examples of rational choice theories,
together with the "bounded rationality" concept, while in the
third section, paradoxes to the rational conduct are being
presented. Summarizing the next section, the rational
expectations and the behaviour adjustment are being put
into light, while through section number 5 the pillar of a new
scientific field is being approached, namely behavioural
economics. The sixth part investigates the most important
and frequently met behavioural biases, while chapter seven
briefs the main ideas of the paper.

The "Homo Economicus" approach. In the history of
the economic models we can surely observe that humans
are perceived and believed to be substantially rational,
always looking to enlarge their personal welfare, or stated in
simple language, they are Homo Economicus, or economic
men. The basic idea is established on the hypothesis that
anyone is a self-interest individual, evaluating all
unascertained possibilities before making a decision. By
choosing the most considerable utility of an alternative, also
the least struggle is being put, as Adam Smith firstly illustrated
in his book entitled The Wealth of Nations, 1776 [12].

The judgement that economic cooperation between
humans is generally guided by self-interest was Scottish
economist's fundamental belief, describing that "it is not from
the benevolence of the butcher, the brewer, or the baker that
we can expect our dinner, but from their regard to their own
interest" [12]. What the economist wanted to emphasize is
the fact that although we might benefit from a service, it is
not because of the provider's generosity, but on account of
an eagerness to maximize the personal profit.

Adam Smith's perceptions were positively welcomed
also by John Stuart Mill, who considered that every human-
being seeks to obtain a high level of wealth, not only
financial, but also spiritual. The philosopher, whose thoughts
were promoted in the 19™ century, detected the impulse of
individuals to attain a maximum level of welfare, but in the
same time trying to put as little effort as possible when
reaching their goals.

This classic economic model of the 18™ century, which
describes attitudes and actions presumes that every
member that takes part on a market is well researched and
rational, but we have to admit that this is only the perfect
scenario, without being always applicable. Nowadays, the
concept of the economic man is seen as the theory of the
rational choices, where humans make decisions taking into
account the worth and welfare of the social or economic
alternatives. The experts in the field of economics consider
that a rational response can result only from a serious and
controlled forecast of all the costs and benefits that may
arise from taking such a decision. Important to mention is
the fact that in analyzing this approach the personal
objectives are not taken into account, because of the
differences in desires and ambitions, which can seem
entirely irrational to others.

As any other theory, the "Homo Economicus" concept
had to face some contradictions, being called into question
the reality and suitability of the arguments. The problem with
the acceptance of the present dogma relies in the
explanation that the surrounding context is such a complex
one, making almost impossible to accurately weigh every
significant element of decision. In reality, when facing a
difficulty in the decision-making process, we usually look for
help into past behaviour and experiences, not knowing all
the factors in order to approximate the costs or the benefits.

When referring not only to short-term, but also long-term
ends, economists discovered another drawback of this

axiom. Thinking of the present and most demanding needs,
people react variously as if they were to rationally determine
the long-lasting purposes of the choice. Although opinions
may diverge, most of the economists agree that Smith's
theory can be a helpful tool in evaluating firms' decisions that
lead to a profit maximization. Because, in the end, as the
Greek philosopher Aristotle himself believed, the
fundamental economic incentive is being represented by the
inherent egocentricity. Also, important to mention is the fact
that the same idea and approach was underlined as well in
the 1750s by Frangois Quesnay.

In the 1940, it was time for Herbert Simon to disclose his
opinion in regards to decision-making process, considering
that the investment behaviour of humans cannot be
explained only by rational judgement. Seven years later, the
US economist introduced to the existing thesis the image of
a bounded rationality, of the behaviour of human beings who
satisfice because they have not the wits to maximize [11].
The 1978's Nobel Prize Winner formulated the impossibility
for humans to succeed in gathering all the data needed for
a clear and enlightened decision, due to time restraints or
competence borders.

The field of rational choices has been later on replenished
in 1992 with Gary Becker's work, who also focused on
investment behaviour, combining economics and sociology.
As he stated, "individuals maximize welfare, as they conceive
it, whether they be selfish, altruistic, loyal, spiteful or
masochistic" [3], while their "actions are constrained by
income, time, imperfect memory and calculating capacities,
and other limited resources” [3]. Gary's vision had as a central
point an economic and always rational behaviour, to him
every decision meaning a mathematical analysis. Even when
it comes to tenderness or the pathology of murders, the
American economist suggested that even the non-economic
decisions resonate with the list of gains and costs. As
expected, opposite points of view blustered, deeming that it is
absurd to believe only in a maximization of the personal
wealth, without taking into consideration other factors that can
change the entire course of a decision.

Paradoxes in rational and strategic conduct. Year
1944 represents the roots to the expected utility doctrine,
together with its representative book, "A Theory of Games
and Cooperative Behaviour". The authors, two
mathematicians and economists, John von Neumann,
together with Oskar Morgenstern pursued in evaluating
strategic conduct in uncertain situations in order to identify
some patterns in the decision-making process. The utility
measurement referred to in the theory aims to quantify the
amount of contentment that has been obtained out of different
results. Without being able to recognize the possible
outcomes that can derive from our choices, the theory
presumes that our rationality will be highlighted by trying to
measure the utility which can be earned. In unknown
situations people tend to approximate the probability of a
certain unwanted event, aiming for the highest benefit. The
expected utility method is a useful mathematical path in
discovering how humans behave when facing economic
uncertainties. Although John von Neumann "was well aware
of the objections to the principle of maximizing expected
winnings as a prescription for behaviour, he warned that
mathematics loses much of its creative drive when too far
removed from empirical sources" [7].

Some years later, concepts from psychology were being
initiated, criticizing the expected utility theory and inspiring
new decision-making models. For instance, in 1953,
Maurice Allais [2] challenged the assumption that the factual
choices in life are always completely rational. In his book
"The behaviour of rational man confronting risk", the
Western economist tested the ideologies of the American
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School of economics, validating the hypothesis that humans
react distinctively from what the utility theory envisions. This
is how "Allais versus von Neumann-Morgenstern became
one of the battlefields of scientific development which
proved to be a most creative source of new advances and
new developments in all those sciences which are based on
evaluation of utilities" [2].

Maurice Allais, the initiator of the utility's French School
explained that in case of expected utility doctrine, people will
impersonally pay attention to the probabilities of results and
the efficiency they will achieve from each of them. This is
what the economist highlighted, that the anticipated utility
concept is found on a premise, also referred to as the
independence axiom. Going into details, this means that
people will judge each alternative separately, without
considering aspects that can be observed in every option.
Believing that this could never be true or only in seldom
cases, the Allais paradox was revealed in the decision-
making process, coming into contradiction with the theory
of the expected utility.

Though, we are unable to directly analyse humans'
understanding and thinking when they face a compromise,
but what we can certainly do is to examine their choices and
notice if they are constant, rational and which is the correlation
with the independence axiom. Conceptualizing a scenario,
let's suppose that | have to choose between the colours blue
and brown, and | will choose blue. Afterwards, the green
colour is added so that | will be appointed to name a single
preferred colour. This is the independence axiom briefly
explained, which theorize, in a simple way, that | might choose
again the colour blue, or maybe the green one, but my
predilection would not be towards the brown colour. The fact
that another element has been added to my alternatives
cannot be seen as a conclusive factor to my first desire.

The French economist discovered infringements in the
independency only in uncertain situations. For a clearer
picture, let's imagine again that | can choose between two
alternatives, with every of them having several feasible results
and precise possibilities. One of the alternatives will offer me
a 50% change of colour blue, and the same percentage for
green. In the second scenario, | will be given half chances for
the brown colour and half for the green. In theory, the
independence axiom presupposes that because of the fact
that | prefer blue to brown, this will convince me to choose the
first alternative. Now thinking logically, by adding the colour
green also to the second alternative makes it a certain
probability and in practice, will assure me of a reasonable
outcome, so my predilection for blue will be changed.

Returning now again to the economic concepts
described above, it seems that adding some new elements
in a decision-making process can undoubtedly change the
entire course of action, interfering with people's needs and
desires. Not only in experiments, but also in the solid
financial world, people usually infringe the independence
axiom, coming into conflict with the standard perception that
everyone proceeds on a rational basis, regardless the case.
Revealing these types of attitudes has led to the appearance
of the behavioural economy field, which is now trying to
create some new thesis and approaches for a pragmatic
decision-making model.

Until 1960 people's investment behaviour has been
adjusted on a group of commonly accepted fundaments,
humans being distinguished by their rational and pragmatic
way of deciding. In case of an unpredictable future, the
calculating individuals appointed a possibility for every
potential result so they could make a decision properly.
When encountering many alternatives, people pursued on
maximizing the expected satisfaction, invoking personal
manners in regards to the probability of certain forthcoming

outcomes. But, as expected, this group of perceptions was
also being confronted by results proving that human beings
are not acting in line with the theory, not even in
experimental situations. A 1930's idea portrayed by
Maynard Keynes was brought again into question, this time
by Daniel Ellsberg. Known as the Ellsberg paradox, the US
economist's ideology of the 1960's was one of the most
meaningful provocation towards the classical approach.

The experiment which helped visualize the paradox
consisted of a financial winning if a certain ball having a
specific colour was being drawn from a pot. After analysing
member's choices, it could easily be observed that in case
of some auxiliary details from which the uncertainty or the
odds can be quantified, humans tend to choose more
accurate. Nevertheless, if an eventual result may appear
inconclusive, people switch the way they behave, this being
the paradox that resides in the theory of the expected utility.
"Ambiguity is a subjective variable" [4], this being the reason
why human beings would rather find out as many
information as possible regarding the unpredictable
circumstances, not vice versa. Or, as Donald Rumsfeld, one
of United States' Defence Secretary asserted: "people
prefer the known unknowns to the unknown unknowns" [6].
The results and the conclusions of the observation have
been since then referred to as ambiguity aversion and
occasionally the Knightian uncertainty, after one of the most
important economists of that time, Frank Knight.

Daniel Ellsberg's contradiction became, as any other
philosophy, questionable in time. Other specialists blustered
that this hypothesis replicates only the experimental
framework and does not accurately apply to people's actions
when encountering the real and inflexible uncertainty.
Notwithstanding, the 2008's worldwide financial crises has
raised deep reflection regarding the ambiguity perception,
making people wondering about the unmeasurable risks and
unexplained directions that the standard expected utility
approach cannot clarify.

Rational expectations and behaviour adjustment.
People's rationality is guiding them in making as proper
predictions as possible, handling all the accessible
information they can possess. This is why the process of
taking a decision has three fundamental pillars: shaping the
expectation, forecasting the outcomes and then adapting
the behaviour. Understanding and approaching the concept
of expectation has to be of great concern because what
humans believe will materialize in the future may alter their
attitudes at this time. Originally, expectations were
perceived as being "adaptive"”, presuming that everyone
conceives prospects for the forthcoming period based
entirely on the past experiences.

Assuming that humans are taking into consideration only
the prior events when trying to project the unknown future,
makes us believe that they are inclined to miscalculate it.
Sudden and unanticipated breakdowns in the economy are
unquestionably changing the entire structure and preceding
paths, leading to perpetual errors of forecasting. But in this
scenario, if people were to permanently be wrong, this
means that they would endlessly fail to benefit from the
market, which does not seem to be the genuine image of the
economic framework or society's behaviour.

It was a disapproval towards the adaptive expectations
ideology that persuaded John Muth to explain his vision on
a new theory of rational expectations. The 1961's
persuasion was based on a very plain idea: "It often appears
that reported expectations underestimate the extent of
changes that actually take place" [8]. The rationality of
people should not lead them to guessing future events or
outcomes by only comparing the previous results and
conditions. In preference, it will be advisable for them to try
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to estimate upcoming effects with the help of all the
information available at that moment, together with the
usage of an equitable economic model. Instead of imitating
previous experiences, Muth's theory suggests that people's
predictions are educated, because if not so, they will end up
losing money. Any correction applied by the market
represents the proof that people do behave in a rational way.

In year 1975, Neil Wallace and Thomas Sargent
asserted that if the forecasts are entirely rational, then the
individuals will start awaiting for the government to
intervene, so they would shape their behaviour in order to
prove the policy's inefficiency. "In an ad hoc
macroeconomic model in which the public's expectations
about prices are rational" [10], humans will sense that the
government has a stimulus to generate some economic
shocks and will react accordingly.

As well Robert Lucas, the initiator of the new traditional
macroeconomics field mentioned that if people's predictions
infallibly accustoms to a government's policy, this can be
referred to as the whole architecture of the economy
(dependencies between companies, government,
households) being reshaped altogether with the changes in
strategy. The idea that the results of a certain policy are not
constantly the same with the intentions became accepted
and moreover, it had the power to persuade some
economists that the Keynesian models in regards to the
structural relationships are improper. Robert Lucas
explained that the focus should be on individuals'
inclinations and on the resources that guide personal
behaviour, suggesting a new view upon macroeconomics,
with a partially return before the Keynesian models.

Psychological economic decisions. Until 1980, the
standard economic theories were influenced by the concept
of the rational economic man. Humans were perceived to be
prudent and logical in making decisions, carefully analysing
all the sacrifices and possible outcomes that can arise from
an investment of any kind. This type of behaviour was
considered common not only in certain situations, but also in
the unpredictable ones, leading the economists to delineate
the framework of a rational decision-making process in the
expected utility theory. Nonetheless, the reality is proving us
that on a regular basis, individuals have an unreasonable
judgement, that would not offer them the maximum rewards,
but in fact may even harm their expectations.

The studies of the ingenuities discovered in people's
behaviour were firstly approached by two psychologists:
Kahneman Daniel and Tversky Amos, who analysed the
psychological part implicated in making decisions. Their
crucial work, entitled "Prospect Theory: An analysis of
decision under risk" provided some unencountered
conclusions, together with empirical exemplification and was
the pillar of a new scientific field, namely behavioural
economics. Aiming to profoundly explain the arguments
behind the decision-making process, the two Israeli-American
authors revealed that humans tend to disregard the generally
accepted premises about behaviour, especially in the
situation where uncertainty prevails. After the psychological
examination, it was remarkable the fact that far from behaving
selfish and rational, individuals can be misled by the way the
possibilities are unveiled, so that they will respond in a way
that antagonizes with the classical philosophy.

For a long period of time economists asserted that
humans are reluctant when it comes to risk. In order to
validate this belief, let's consider the scenario in which
individuals have to choose between undeniably winning 100
€ and a 50% change of winning 250 €. Despite the fact that
the second option has a greater average outcome of 125 €,
people tend to choose the guaranteed amount. Then, the
two psychologists formulated the reversed situation, with the

choices of either lose 100 € without doubt, or a 50% chance
of no loss and the other half chance of retaining 250 €.
Comparing the two scenarios has led to the conclusion that
those who went with the safer possibility in the first situation
are now choosing the riskier option, that of a large loss. This
kind of behaviour is what Kahneman and Tversky referred
to as risk-seeking behaviour.

The standard economic viewpoint of the investment
decision presumed that the risk approaches (risk averse or
risk loving) fit any situation, regardless the outcome (gain or
loss). Yet, the two psychologists discovered that human
beings react distinctively, being risk-averse when it comes
to winnings and risk-loving when encountering losses. The
significance of their work resides in their breakthrough,
showing that individuals are prone to take risks in order to
avoid losing, but they would not behave the same when it
comes to earnings. As an example, the loss of 100 € seems
to be considerably greater than winning the same amount.

Other anomalies in people's behaviour highlights that
investment decisions can be modified by the way the
possibilities are being disclosed, even if the results are the
same. For instance, let's consider a boat with 300
passengers that is sinking. To this situation we have
available the following alternatives in order to save
people's lives: 1, which saves 100 passengers and 2,
which gives us a 1/3 chance to rescue all 300 people and
2/3 chance of not being able to rescue someone. When
describing the alternatives this way, almost all the
individuals exhibit a risk-averse behaviour, choosing to
rescue 100 passengers. Now, if the scenario is being
reformulated, with the choice 3, which assures the death
of 200 people or the 4™ alternative, which states that there
are one third chances that no one will die, versus 2/3
change of all 300 passengers dying, participants will
predominantly choose the fourth option, which is riskier.

Analysing the choices 1 and 3, we can observe that the
possible outcomes are identical: 200 deaths, while with the
other two alternatives there will be an expected result of 200
deaths. Despite this, people would rather choose the
alternative which seems to be more of a bet. From this
experiment we can notice that humans are more amenable
to assuming risks (avoid lives being taken), than they are to
gains (saving lives). It seems that is part of the human nature
to place more personal worth on costs than on benefits.

The impulse towards loss animosity can be seen as an
instrument for influencing people. When the alternatives are
exposed in a way that the results seem to have a negative
impact, individuals tend to think of the probabilities as an
uncertainty. For example, if a government aims to convince
the society to embrace a policy, maybe it will succeed, but
only if the positive aspects will be firstly presented.
Otherwise, in order for a idea to be dismissed, it is
mandatory to aim the attention at the losses.

Kahneman and Tversky, the pioneers of the behavioural
economics also explained that the decision-making process
can have a significant influence on the options, even if the
entire process does not perturb the final outcomes. In case
of a game with two phases, let's suppose that the participant
is given at the second round the alternative to choose
between two benefits, if he succeeds in arriving at that point.
However, the choice has to be taken before the game starts.
In case of a two phases process, humans give the
impression that the first stage is being omitted, because it
makes no difference between both gains. They perceived
the alternatives as a selection between a secured win and
hardly the possibility of an earning, even though they forget
that the alternatives can be modified by the first phase's
result. The two philosophers emphasize the fact that the
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standard rationality in which decisions can be controlled only
by the ultimate result is now being disclaimed.

Indisputable, the fact that we dislike losing outperforms
the quantitative gaining, and that we exemplify the costs and
benefits in regards to the circumstances, helped elucidating
why individuals make investment decisions that are not in
accordance with the theory of the expected utility or the
Homo Economicus approach. Although the most
fundamental comprehension from all this work represents
the foundation of the new economic field, it has as well
implications in the advertising sector. Discerning how people
react, behave and invest, marketers will be capable of
performing more efficiently.

Many economic decisions imply the presence of the
prospect theory. The same theory also justifies why human
beings are willing to make some sacrifices (time, gasoline
and so on) in order to put aside for instance 10 € from a 30
€ product, but they do not seem that eager when they can
save the same amount out of a 500 € product. Although the
net profit can be modified with the same amount in each
scenario, it's the loss-aversion that illustrates what can be
acknowledged as the endowment effect. objects that are
possessed are perceived to be more valorous than before,
when they were only a likely achievement.

Behavioural economics is providing us with new
instruments for depicting people's actions and ways of
understanding the economy. It has included psychological
authenticity into the contemporary economy, being the first
to imply that we are not entirely rational devices. The true
connotations of this achievement are diverse, ranging from
economic theses to governmental policies. For instance, by
transferring the possession of property to someone else may
influence their judgements. "One may discover that the
relative attractiveness of options varies when the same
decision problem is framed in different ways" [13].

Investor's behavioural biases. The entire progress of
the financial behaviour field aspired to assimilate the
irrational component with the decision-making process.
Various approaches have been developed, addressing
financial incomes, financial uncertainty or both altogether in
the usual procedure of investing in financial markets. The
rationality, taken into its aggregate form encompasses the
support for market's efficiency, to which Eugene Fama
referred in 1970. Investors assumed that they can surpass
the stock markets, but the US economist contradicted this
idea, adding that it cannot be possible to overtake the market.
The author asserted that all the investors have the same
means of informing as their competitors, so the prices on the
market completely indicate the entire amount of knowledge
that is available. "A market in which prices always fully reflect
available information is called efficient" [5].

On the other hand, the behavioural specialists began to
accentuate the issues uncovered within the axiom, criticizing
the theorem's incapability to explain the overconfidence of
investors or the "herd" instinct. Afterwards, these obstacles
led in 1990 to the Dotcom bubble, whereas the irrational
excitement was being accused of overestimating unnaturally
the stocks of technology and the latter financial crises. The
theory has proved to be unnecessary, making some
economists blame it for the collapses.

Even so, many economists are now sure that the
markets can lose control, this being the reason why they
concentrate on the dissimilarities in information which are
held by some of the players. Before George Akerlof, a US
economist, started to examine markets and prices in 1960,
most of the economists considered that the financial
markets would let anyone eager to sell goods to close
transactions with anyone who was looking forward to buy
products at the same price. This is what Akerlof

demonstrated in his book, that sellers and buyers possess
different amount of available information, and this imbalance
can negatively impact financial markets.

In case of a second-hand object, it is obvious that the
seller possesses more information about the product's
quality then the buyer, being in his property. It is again the
seller who can appraise if the product is more deteriorated
than an average complementary object, or simply said,
whether it is a glitch lemon. Anyone who ends up with a
different product than the one expected, feels tricked. The
idea of lemons being present in the market in an
unnoticeable way generates uncertainty, which can after
enlarge to concerns in the minds of the consumer. Anxiety
can easily lead to a decline in the amount of money that the
buyer was previously willing to offer, influencing the whole
market's demand prices. "But the difficulty of distinguishing
good quality from bad is inherent in the business world; this
may indeed explain many economic institutions and may
in fact be one of the more important aspects of uncertainty”
[1]. Akerlof's ideology has been firstly introduced by an
English financier named Sir Thomas Gresham (1519-
1579), who noticed that when 2 coins were both in the
market, people would attempt to grasp those that were
made with a bigger amount of silver content, implying that
bad money will drive good money out of circulation (Federal
Reserve Bank of Minneapolis [9]).

The history of the financial markets' literature is a
comprehensive one, not only from a traditional, but also from
a behavioural angle and leads to the actual research on
biases that the investors are susceptible of. For instance,
overconfidence is an attitude which makes investors pretend
that they are more prepared and better than the others.
Expecting larger returns and trading frequently, both
behaviour, but also psychological investigations have been
made on overconfidence. Trying to boost the trading
process, not only the skills, but also the additional
information in regards to the marketplace can be used.

If it was for us to try to examine the affective motives that
can control the decision-making process, we would deduce
that the actual feeling and results about the investment
conduct could traverse to another influential bias, the
disposition effect. This concept details the investor's
tendency to firstly sell the stocks that have performed
accordingly, while holding the others in hope of a future
boost in value. Returning to the prospect theory, it is
important to mention again that the utility function can be
graphically described as concave in winnings and convex in
the area of losses, depicting a risk-aversion when it comes
to benefits. With this imagine in mind, in 2005 John
Nofsinger asserted that investors have their ego aroused
after selling stocks that have risen in amount. Contrary, in
case of stocks which have diminished in value investors tend
to maintain them for a longer period, as the selling option
may awaken regrets. This type of approach undoubtedly
reveals that stocks have to be referred to at individual stage,
rather as a portfolio phase.

The classical financial theory is facing controversial
reactions from another dominant bias that venture
capitalists' have been devoted to. The representativeness
bias states that the investors should make the decisions
based on a comparison between the possible options.
Investors have always exhibit a pattern in deciding to invest
in prestigious companies, believing that if the quality of the
product / services or any other essential fundamentals are
being recognized, then the investment decision will be a
proper one. Moreover, it has also been observed that the
investors were more eager to infuse money in those stocks
that recently registered higher earnings.
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Individuals make irrational choices in everyday
occasions. Such imperfect decisions are also being
assumed in the marketplace, where the tension of losing
money can quickly foster, leading to some psychological
inaccuracies.

Conclusions. Although the "Homo Economicus"
approach is not thoroughly conclusive in order to explain
people's behaviour, due to time restraints, competence
borders or flawed memory, it still continues to be effective
in determining the responses of firms that attempt to
maximize their profits.

We are wunable to directly analyse humans'
understanding and thinking when they face a compromise,
but what we can certainly do is to examine their choices
and notice if they are constant and rational, humans being
distinguished by their rational and pragmatic way of
deciding. Desiring to obtain as many information as
possible regarding the "unknown unknowns," people may
behave contradictory with former, and more relevant
decisions, and will put aside the queries about possibility
when choosing an alternative.

The rational constituent is guiding us in making as
proper predictions as possible, handling all the accessible
information we can possess. This is why the process of
taking a decision has three fundamental pillars: shaping
the expectation, forecasting the outcomes and then
adapting the behaviour.

As Robert Lucas explained, the focus should be on
individuals' inclinations and on the resources that guide
personal behaviour. Rationality should not lead humans to
guessing future events or outcomes by only comparing the
previous results and conditions. In preference, it will be
advisable for them to try to estimate upcoming effects with
the help of all the information available at that moment,
together with the usage of an equitable economic model.

For a long period of time economists asserted that
humans are reluctant when it comes to risk. Nonetheless,
the reality is proving us that on a regular basis, individuals
have an unreasonable judgement, that would not offer them
the maximum rewards, but in fact may even harm their
expectations. far from behaving selfish and rational,
individuals can be misled by the way the possibilities are
unveiled, so that they will respond in a way that disregards
the generally accepted premises about behaviour,
especially in the situation where uncertainty prevails.

The standard economic viewpoint of the investment
decision presumed that the risk approaches fit any situation,
regardless the outcome. Yet, it has been discovered that
human beings react distinctively, being risk-averse when it
comes to winnings and risk-loving when encountering
losses. It seems that is part of the human nature to place
more personal worth on costs than on benefits.

Other anomalies in people's behaviour highlights that
investment decisions can be modified by the way the
possibilities are being disclosed, even if the results are the
same. Behavioural economics is providing us with new
instruments for depicting people's actions and ways of
understanding the economy. It has included psychological
authenticity into the contemporary economy, being the first
to imply that we are not entirely rational devices.

Sellers and buyers possess different amount of
available information, and this imbalance can negatively
impact the financial markets. The history of the financial
markets' literature is a comprehensive one, not only from a

traditional, but also from a behavioural angle and leads to
the actual research on biases that the investors are
susceptible of. Because individuals make irrational choices
in everyday occasions. Such imperfect decisions are also
being assumed in the marketplace, where the tension of
losing money can quickly foster, leading to some
psychological inaccuracies.

Discussion. "An aggregate examination of the
investment behaviour" intends to outline a clearer and more
detailed picture regarding individuals' preferences and the
resources that guide personal behaviour. Through this
article, we will be able to understand how people shape their
expectations, the methods that are used in building
forecasts and last, but not least, how can behaviour adapt to
a continuously changing environment. For a long period of
time economists asserted that humans are reluctant when it
comes to risk. Nonetheless, the reality is proving us that on
a regular basis, individuals have an unreasonable
judgement, that would not offer them the maximum rewards,
but in fact may even harm their expectations. Far from
behaving selfish and rational, individuals can be misled by
the way the possibilities are unveiled, so that they will
respond in a way that disregards the generally accepted
premises about behaviour, especially in the situation where
uncertainty prevails. Other anomalies in people's behaviour
highlights that investment decisions can be modified by the
way the possibilities are being disclosed, even if the results
are the same. Behavioural economics is providing us with
new instruments for depicting people's actions and ways of
understanding the economy. It has included psychological
authenticity into the contemporary economy, being the first
to imply that we are not entirely rational devices.
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O.M. AOperiy, acn.
YHiBepcuTeT imeHi Jlydiana Bnara, Cibiy, PymyHis

KOMMNEKCHE AOCHNIMKEHHSA IHBECTULIMHOI NOBERIHKU

Slk ocobucmocmi, Mu e2oyeHmMpPUYHi, MOcMiliHo npazHemMo 0o docsizHeHHs1 Hawux yined, 36inbweHHs1 ocobucmoi eu200u, 3a0080JIEHHSI HaWUX
Haltieubaanueiwux nompe6. PiweHHs HamMu npuliMaemscsi nicssi Moeo, sk 3i6paHa ecsi iHghopmayisi, sikoi 6pakye, Ui oyiHeHi limosipHocmi, siki none-
2wamb AocsizHeHHs1 onMuUMasibHOCMi Hawux po3paxyHkie. ®i3uyHi ocobu po3ansdarombcs SIK payioHanbHi iHeecmopu. Xo4a meopemuyHO eeaxa-
€mbCsi, Wo MU pobumo eubip, rpyHmMyr4UCb Ha OYiHeHUX MoXueocmsix i 6axaHux pesynbmamax, oOHak peanbHa noeediHka iHougidie cnpocmo-
aye ye. Mema yiei cmammi — 3a 00MoM0o20t0 KOMIIEKCHO20 O0CiOXKEHHSI, W0 rPyHMY€eMbCS1 Ha iCMOPUYHUX eKOHOMIYHUX KOHmMeKcmax i modensx,
3po3ymMimu, sik 1todu nosodsimbcsi, peacyromb ma iHeecmyroms. [lodamkoea oyiHka cmpamez2iyHoi noeediHKU 8 HeaU3HaYeHUX cumyayisix, 6e3y-
MO8HO, npusede 9o 8usiesIeHHs1 0esikux 3aKOHOMipHocmel y npouyeci NpuliHIMms piweHb. Y KiHyesoMy nidcymMKy — /100U 8i0pi3HsirombCsi OOUH 8i0
00HO020 Npazmamu4yHuUM crnoco6om npuliHAMms pilleHb.

Knro4oei cnoesa: subopya payioHanbHicmb, HeNnPUUHSAMMS Hegu3Ha4eHoOCcmi, adanmueHi o4YiKyeaHHs1, NoeediHKO8i 8i0XUITEHHSI.

O.M. Aparuy, acn.
YHuBepcurtet umenu Jlyunana Bnara, Cuéuny, PymbiHuA

KOMMJIEKCHOE NCCNEAOBAHUE MHBECTULIMOHHOIO NOBEOEHUA

Kak nu4Hocmu, Mbl 3204eHMPUYHbI, MOCMOSIHHO CMPeMUMCs1 K 00CMUXEeHU0 Hawux yesel, yeesludeHuro JTUYHOU 8b1200bl, y0081emeopeHuUro
Hawux cambiIx Mpuxomnuebix mompe6Hocmeli. PeweHue Hamu NpUHUMaemcs nocsie moz2o, Kak cobpaHa ecsi Hedocmaroujasi UHghopmayusi u oye-
HeHbl eeposimHocmu, Komopable obrie2z4am docmuxeHue onNMuUManbHOCMU Hawux pacyemos. Gu3uyecKue Jluya paccMampuearomcsi Kak payuo-
HalnbHble UH8ecmopbl. Xomsi meopemu4ecKu cHumaemcs, 4Ymo Mbi cogepliaeM 8bI60p, OCHOBbLIBAsICb Ha OUYEHEHHbIX 803MOXHOCMISIX U XeflaeMbix
pe3ynbmamax, oOHako Habnrodaemoe noeedeHue uHOusudoe onpoeepzaem 3mo. Ljenb amoli cmambu — ¢ NOMOW,bH KOMIM/IEKCHO20 Uccie008aHusl,
OCHOBaHHO20 Ha UCMOPUYECKUX IKOHOMUYECKUX KOHMeKcmax u Modesisix, MoHAMb, Kak 1todu cebs1 eedym, peazupytom u uHeecmupyrom. fjonorn-
HumesbHasi OueHKa cmpameau4ecKo20 nosedeHus e HeonpedesieHHbIX cumyayusix, 6€3ycrI08Ho, npueedem K 8bIsI8JIEHUFO HEKOMOPbIX 3aKOHOMep-
Hocmeli 8 npoyecce NpUHsIMus peweHutli. B koHe4HoM umoeze, n1todu pasnudyaromcsi Mexay coboli npazmamuyeckuM crlocoboM NpuHIMus peweHud.

Knroyessie crioea: uzbupamesbHasi payuoHabHOCMb, HEMPUHsSIMue HeornpedesieHHocmu, adanmueHble 0XXudaHusi, 108eAeHYECKUE OMKITOHEHUSI.
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THE EXPERIENCE OF THE REPUBLIC OF MOLDOVA
IN REFORMING THE ACCOUNTING SYSTEM AND ITS HARMONIZATION
WITH IFRS AND EUROPEAN DIRECTIVES

Reforming the accounting system in the Republic of Moldova and its harmonization with IFRS and European directives takes
almost three decades and is a complex technical route which involves important financial and human resources. The given paper
aims to present and interpret the way in which the accounting system reform was achieved, how international accounting standards
and European directives have been transported into national legislation in order to identify the main waves of the accounting
reform and the regulatory changes made by the regulator, of the benefits and costs, advantages and disadvantages arising from
the implementation of the reformed regulatory framework. The responses are obtained by applying, as a method of research, the
phenomenological interpretive analysis, the documentary and analytical research, the comparative opinion and analysis, thus
being categorized as a qualitative empirical research. The results and conclusions of the study will serve as the basis and lessons
learned for future reforms. However, knowing the past is building the future.

Keywords: accounting reform, accountancy, national accounting standards, IFRS, accounting directive.

Introduction. Since the end product of accounting is the
provision of financial information, the development of
accounting is implicitly related to the development of the
demand for financial information from the users of
information, whose needs depend on the economic,
political, social and cultural environment. So, these factors
determine the development of accounting systems over
time, often different from one country to another.
Consequently, the regulatory framework of accounting
differs at the country level, and the accounting objectives
become different, that hinders the financial communication.
Thus, the need for harmonization and accounting
convergence arises. Some countries prefer to directly apply
international rules, others to transfer these rules into national
regulatory framework. Regardless of the path chosen, the
science of accounting evolves as a living organism, as the
complexity of economic and financial transactions develops.
In the Republic of Moldova, accounting has been under the
reform for almost three decades. In this context, the study of
historical evolution and the reform of the national accounting

system is appropriate, relevant, important, interesting and
instructive, since valid conclusions of a permanent character
will be made. Or, knowing the past is building the future.
Thus, over the past three decades, the Republic of
Moldova has gone through a complicated and controversial
way towards reforming its accounting and financial reporting.
The reform of the regulatory framework and of the accounting
system in the private sector started in 1996 and was part of
the list of reforms aimed at creating a functioning market
economy aiming to contribute to the development of capital
markets, increasing the investments, integrating the economy
of the republic into the world economy, and optimizing the
correlation between the interests of the entities, the state and
other external information users. In the meantime, through the
agreements concluded with the European Union — the
Partnership and Cooperation Agreement (PCA) of 1998, the
European Neighborhood Policy Action Plan (ENP AP) of 2005
and the EU-Moldova Association Agreement of 2013 the
Republic of Moldova confirms the priority on the development
of legislation and accounting policies in harmony with the EU's
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