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ABSTRACT

Thirukkural is a tamil literature with full of thoughts on every aspect of human life. Behavioural finance is an emerging field
which incorporates psychologiacal aspects with finance. Overconfidence bias is an important bias under behavioural finance.
The objective of the study to bring out the thoughts on overconfidence in Thirukkural. Overconfidence thoughts are available in
Thirukkural and they also indicate the relationship between overconfidence bias and performance.
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1. INTRODUCTION

The Thirukkural is an ancient tamil non-religious are applicable forever in the entire aspects ofdrum

literature that guides people on better living.life. Behavioural finance is a newly emerging figid
Thirukkural comprises two words Thiru and Kural. finance. By examining the availability and

Thiru means divine and Kural means short versgsin consistency of the newly emerging behavioural
lines with 7 words. Though written over 2,000 yearsfinance thoughts in the ancient literature of
ago by Thiruvalluvar in Tamil, the way of life aded  Thirukkural one more evidence can be provided for
by Thirukkural is still relevant today. Thirukkural ijts validity.
deals with three of the four purushartha of Indian
philosophy: dharma (Righteousness), artha (wealth). Overconfidence Bias
and kama (Love or sex). Thirukkural is composed ofaccording to Allen and Evans (2005), due to the
1,330 kurals in 133 sections of ten each. overconfidence, investors overestimate the preicti
abilities of them and think that they can time the
Behavioural finance seeks to supplement the stendaarket. Psychologists mention that overconfidence
or traditional finance theories by introducing causes investors to overestimate their knowledde an
behavioural aspects to the decision making processkills, underestimate risks and overstate theiaciy
Experimental works of two psychologists Daniel to control events and the accuracy of the inforamati
Kahneman and Amos Tversky served as foundatioih their hand. There is an excellent line between
and gave rise to the new paradigm of behavioura¢onfidence and overconfidence. Confidence implies
finance in the 1980s, which explains how peoplerealistically trusting in the abilities of a persohile,
actually behave in a financial setting (Nofsinger, overconfidence usually implies an overly optimistic
2001). Behavioural finance theories are based OAssessment of one's knowledge or control over a
cognitive psychology, which suggests that humarsituation. Making investment decisions requires
decision processes are subject to several cognitivonfidence, but overconfidence leads to realizetow
illusions. Behavioural finance contends that peopléeturns while taking more risk. In terms of investi
may not always be rational, but they are alwayspverconfidence can be detrimental to one's stock
human. By combining psychology and finance,selecting ability in the long run. Overconfident
researchers hope to better explain certain feabfres investors have much confidence on the private
securities markets and investor behaviour that@ppe information they have and highly rely on it in

irrational. Overconfidence bias is one of the int@or  decision making and they fail to provide approgriat
component of the Behavioural finance. weight to public information.

2. Objective of the Study N Generally, people rate themselves as being above
This study aims to bring out the thoughts available average in their abilities and often exaggeratenwhe
the Thirukkural on overconfidence bias which is thethey talk about their abilities and knowledge. Reop

one of the important bias specified in the behawdbu are overconfident in their own abilities and skills

finance. (Odean,1998) and investors and analysts exhibit
o overconfidence particularly in the areas where they
3. Significance of the Study have some knowledge (Evans, 2006; Hvide, 2002).

Thirukkural is considered as one of the pearls ofaccording to Shiller (1998) people are overconfiden
Tamil literature and the thoughts in the ThirukRura in their own abilities, and investors and analysts
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particularly overconfident in areas where they haveNUNIKK OMBAR ERRINAAR
some knowledge. Overconfidence leads investors tATTHIRRANTHOOKKIN UYIRKKIRRUTHI
overestimate their predictive skills and believatth AAGIVIDUM (Kural 476)
they can time the market. Studies have shown thiThe Kural 476 specifies that there will be an emd t
one side effect of investor overconfidence isthe life of him who, having climbed out to the esfd
excessive trading (Evans, 2006; Allen and Evansa branch, ventures to go further.
2005).
The results of the actions of an overconfidentqers
According to Glaser and Weber (2007), there arendicated by the Thiruvalluvay is consistent witle t
three aspects of overconfidence, namelyfindings of the Barber and Odean (2000), Kim and
miscalibration, the better than average effect andNofsinger, (2003) and Evans (2006) which reveal a
illusion of control. The better than average effectnegative relationship between the overconfiderg bia
means that people tend to believe that they havand investment performance of investors.
higher than average skills and illusion of control
indicates that the tendency to believe that one'$n addition, Thirukkural specifies the ways to aloi
personal probability to success is higher tharthe overconfidence bias and to improve performance.
objective probability would warrant. Glaser and
Weber (2007) stated that miscalibration leads to/INAIVALIYUM THANVALIYUM
higher trading activities. MAATTAAN VALIYUM
THUNAIVALIYUNTHOOKKICH CHEYAL
Many authors mentioned that overconfidence result$K ural 471)
in excessive trading and holding risky assets (Evan The Kural 471 states that let (one) weigh well the
2006; Allen and Evans, 2005; Barber and Odeanstrength of the deed (he purposes to do), his own
2001). Overconfident Investors take higher level ofstrength, the strength of his enemy, and the dtineng
risk, under react to new information and fail to of the allies (of both), and then let him act.
diversify their investment. Finally, these leaghtmr
performance of their portfolio. Barber and Odeanin addition, the negative impact of overconfidence
(2000) highlighted that higher level of trading veas bias on performance can be eliminated by obtaining
result of overconfidence bias of investors whichthe advices and services of the experts and
resulted in poor investment performance. Kim andconsultants who have more access to more accurate
Nofsinger, (2003) indicated that overconfident public information. It is described in the Kural246
investors tend to sell their winners and holdingjrth

losers, which may lead to poor investment results. THERINTHA INATTHODU
TERNTHENNICHEYVAARKKUARUMPORUL
5. Overconfidence Biasin Thiruukkural YAATHONRUM IL (Kural 462)

Thiruvalluvar elucidates about implications of The Kural 462 says there is nothing unachievable fo

overconfidence with excellent examples in the Kuralthose who have joined the company of experts in the

474, Kural 475 and Kural 476. field and who also have the capacity to consider th
pros and cons of the action.

AMAINTHAAN KOZHUGAAN

ALAVARRIYAAN THANNAI VIYANTHAAN Further the solution for the illusion of contropast

VIRAINTHU KEDUM (Kural 474) also is mentioned in the Kural 482.

The Kural 474 states that he will quickly perishoyh

ignorant of his own resources, has an exaggeratetdARUVATHTHODOTTA OZHAGAL

opinion of himself and does not live in peace with THIRUVINAITH THEERAAMAI AARKKUNG

neighbours. The Kural 474 particularly indicates th KAYIRRU (Kural 482)

effect of better than average effect which istheaf ~ According to Kural 482 the right action at the tigh

the important component of overconfidence bias. time, will act as the rope which will bind the usisie
wealth and prevent it from going away.

PEELIPEY SAAGAADUM ACCIRUM

APPANDDAM CHAALA MIGUTTHUP PEYIN Conclusion

(Kural 475) Thirukkural deals with the entire aspect of hunifen |

The Kural 475 indicates that the axle tree of adgan and the thoughts indicated in the Thirukkural is

loaded only with peacocks' feathers will break,be  applicable incessantly. This paper attempted tagbri

greatly overloaded. out the thoughts available in Thirukkural on
overconfidence bias which is an important component
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in the behavioural finance. Behavioural financa is
newly emerging field in finance. However, various

aspects of overconfidence bias were discusseain
Thirukkural and which are consistent with th

findings of recent studies in the field of behavaiu
finance. It indicates the applicability and valdaf
the thoughts in the Thirukkural forever.
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