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The Analysis of the Investment Efficiency
Based on the Behavioral Finance

YI Yang-ping
(Guangzhou Great Industry Co. ,Ltd. ,Guangzhon 510620 ,China)

Abstract; By combining psychology and finance, behavioral finance stud-
y intends to realize the prediction and improvement of human being’s behav-
ior to solve the investment decision problems which cannot be sorted out by
orthodox finance theories. Behavioral finance makes three contributions to
enhance the portfolio management efficiency: firstly, the financial portfolio
theory will be more practical if the fundamental analysis and chart analysis
can be conducted on the basis of psychological analysis; secondly, some in-
vestment mistakes can also be avoided if investors can adjust their mental
models on the basis of behavioral finance; finally, given the precise predic-
tion to the over-reaction and under-reaction, excess profits can be obtained
taking advantage of contrarian strategy and momentum strategy.

Key words: behavioral finance; investment management; psychological

analysis; mental model; contrarian strategy; momentum strategy
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