
Global Journal of Current Research  11 (3) (2024) 72-75 

72 
 

 
 
 
 
 
 
 
 
 

                                                                                    

Review Paper 

Examining the Difficulties Investors Face When Pursuing Various Investment 
Strategies  
 
Raghav Dua11 and Dr. Bhushan Chandra Das2  
1-Research Scholar, Department of Management, Sparsh Himalaya, Dehradun, Uttarakhand, India. 
2-Associate Professor, Department of Management, Sparsh Himalaya, Dehradun, Uttarakhand, India. 
 

  ARTICLE DETAILS                        ABSTRACT 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 
1. Introduction 

Thus, investors face various obstacles, including information overload, market dynamics, and economic trends. Investors 
have more data, which means data overload. Separating crucial information from the rest is difficult. Data overload can 
produce analytical paralysis, preventing investors from making judgments (Silano, 2023).  
 
Emotion affects investment decisions due to biases. Cognitive errors influence investors' financial decisions, including 
overconfidence, loss aversion, and herd mentality. Investors often make illogical decisions, such as buying at market peaks 
and selling during crises (Viglialoro et al., 2024). Other situations, like inflation and interest rates, are difficult. Investors 
may buy real estate and commodities to hedge against inflation. Similarly, interest rate changes can affect different asset 
classes differently, so understanding how they will affect investment portfolios is vital.  Lack of funds and complicated 
banking structures also hinder new investors. Recent fractional shares, especially in pricey equities, have reduced the high 
entrance barrier, making it easier for more people to enter the market. Diversification—managing risk for balanced 
returns—is still crucial. Investors must strategize, seek professional guidance, and create a financial plan to address these 
issues. This can prevent risks and improve their chances of achieving long-term financial goals. 
 

2. Understanding Investment Strategies 
Investment plans are essential for controlling financial markets to achieve goals. These tactics reveal investors' asset 
management, risk-taking, and returns. The market offers active and passive investment strategies. Active management 
tactics involve frequent purchasing and selling of shares. Active investors like day traders and hedge fund managers use 
market timing and stock selection to beat the market. Technical analysis, fundamental analysis, and macroeconomic data 
guide their decisions. Warren Buffett's value investing method involves buying stocks below book value (Taylor, 2024).  
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Below are the benefits of investing and problems investors experience when managing 
their investments for financial planning success. Information overload generates 
congestion and irrationality, which are big impediments. Investors today are overloaded by 
data, so they must trust reliable sources and avoid fake news. Investors can also make 
irrational decisions based on emotions and market timing. Emotionally driven investors 
buy stocks when prices are high and sell them when prices are low, this is a bad strategy. 
Limited capital is another issue, especially for new investors. Fractional shares have helped 
widen the market for pricey shares by allowing one to buy a fraction. Additionally, inflation 
and interest rates may present both risks and opportunities. Although inflation reduces 
buying power, it boosts real estate and commodities. Increasing interest rates hurt long-
term securities but boosts short-term and value stock yields. A successful investor must 
have a clear financial strategy, manage risk to avoid losses and refresh investment 
expertise as the market evolves. Thus, with competent consultants and portfolio 
diversification, investors can achieve their goals and reduce losses.  
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However, some passive investment strategies entail buying securities to hold them in the market before selling. Therefore, 
the goal is to replicate the S&P 500 index's performance. Since index funds and ETFs are cheaper than actively managed 
funds, one must invest in them. The second technique, passive, assumes that active management cannot outperform the 
market over time.  
 
Instead of capital appreciation, income techniques generate fixed and assured income. Investors can buy dividend stocks, 
bonds, and REITs. Investment products like income schemes are popular with retirees who require a stable income.  
Growth methods work for high-return organizations. Investors seek fast-growing companies, new and improved goods, 
and increasing markets. Growth stocks are riskier but can be profitable if invested long. The techniques assist investors in 
matching their asset profile to their goals, risk tolerance, and timescales. Active, passive, income, and growth investment 
techniques can be used, but a plan is needed.  
 

3. Risk Tolerance and Market Volatility 
In a volatile market, investors' risk tolerance must be understood. Investment tolerance is an investor's financial strength 
and willingness to take losses. It depends on the investor's investment goals, when the investor wishes to invest, and their 
risk assessment (Twin, 2023). The price variation of a financial instrument over a period is called volatility. Thus, high 
volatility means prices can shift in both directions quickly, allowing traders to make big profits or lose big money. 
Investing in the stock market based on risk-taking abilities helps high-risk takers avoid being discouraged by volatility. It 
can assume risks like investing in developing countries or new company shares. However, low-risk investors may invest in 
bonds, dividend-paying equities, or real estate. Such investments offer poor returns but a low risk of losing the initial 
amount. Low-risk investors frequently have a short investing horizon or specified goals, such as a house down payment or 
their children's schooling.  
 
The most likely feelings amid market instability may bias investment decisions. Some investors may sell in volatile 
markets to cut their losses, while others will buy more at low prices. This means the investment strategy will include 
numerous investments that match the client's risk tolerance to reduce volatility. Diversification—investing in multiple 
assets—can reduce risk. Thus, understanding risk tolerance and its consequences on investments helps investors stick to 
their strategies during market shifts. This alignment minimizes risk-taking and emotionality, which helps make good 
decisions with beneficial outcomes (Sapir & Karachev, 2020). 
 

4. Economic Conditions and Market Trends 
Economic trends and conditions shape investment policy and financial markets. GDP, unemployment, inflation, and 
interest rates might indicate economic health. One of the most important economic indicators is GDP growth, which 
accounts for output. Businesses invest, and consumers spend; thus, rapid GDP growth is good for the economy. However, a 
slow or declining GDP may imply an unhealthy economy, deterring investors. The unemployment rate also affects market 
patterns. Less unemployment means a stronger economy, higher consumer spending, business profits, and stock prices. 
However, excessive unemployment can lower consumer spending and business profits, lowering stock market returns. 
Investment returns and money-buying power depend on the economy's pricing level. A mild inflation rate shows economic 
progress, while excessive inflation reduces purchasing power and may cause central banks to raise interest rates to 
combat it. High interest rates increase borrowing costs, which may slow economic growth and firm earnings.  
 
Central banks set interest rates, affecting borrowing and spending. Low interest rates lower borrowing costs and boost 
economic activity and stock investments. High interest rates may reduce borrowing and spending, raising corporate costs 
and lowering consumer spending (Silano, 2023). All investors' views and behaviors make up market trends. A bull market 
is a price rise driven by economic optimism and investor confidence. Bear markets are times of selling and lower prices 
during recessions or market volatility. Investors face possibilities and challenges from technical advances, globalization, 
and regulatory changes, which affect market behavior. Knowing economic dynamics and market trends can assist 
investors in tailoring their investment practices to the country's financial structure for optimum return with minimal risk. 
 

5. Diversification and Assets Allocation 
Diversification and asset allocation are fundamental investment management strategies to maximize return and minimize 
risk. Diversification involves investing in multiple assets, businesses, or regions to reduce risk. This allows the company to 
mitigate a weakness with other strengths. Asset allocation divides the portfolio into stocks, bonds, real estate, and cash. It 
relies on the investor's risk tolerance, the investment's objective, and the time needed to attain their goals. In particular, a 
25-year-old investor with many years of labor and savings ahead may invest more in stocks to attain larger returns, 
whereas a 50-year-old investor planning to retire in ten years may invest in bonds for reduced risk and fixed income 
(Kumar et al., 2023). Diversification across asset types is good. This means spreading investment categories like 
technology, healthcare, and consumer products in a stock portfolio to reduce industry risks. Fixed-income diversification 
includes government, corporate, and municipal bonds with varied TIRs. Geographical diversification reduces a country's 
economic instability risk. Expanding into domestic and overseas markets reduces country performance risks. This strategy 
helps the company enter high-growth, risky areas. Diversification and asset allocation boost investment returns and 
reduce risk. Diversification allows investors to earn a better return because losses are low. This balance helps meet 
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financial goals while managing risk. Diversification and asset allocation help investors reduce financial market risks since 
diversified investments have lower risk returns.  
 

6. Behavioral Finance and Psychological Factors 
It explores how psychological elements affect investors' judgments and how they defy economic ideas. This field uses 
psychology to analyze the subject of finance and the relationship between people’s feelings and money. Nguyen (2023). 
Heuristics or cognitive biases that cause people to make wrong generalizations about their surroundings can affect 
financial decision-making. Numerous investors tend to overestimate their capacities in market forecasting and, therefore, 
trade actively and enter high-risk transactions. Anchoring happens when people select investments from the first 
information they get, and this information may be misleading.   
 
This situation is also very emotional. Fear and greed are the strongest market emotions. Fear dominates bearish markets, 
so investors sell their stocks and lose money rather than hold them in hopes of a price recovery. However, greedy 
speculators buy assets at excessive prices during bull runs, causing bubbles that explode. Kahneman and Tversky's loss 
aversion theory asserts that losing hurts twice as much as winning. Investors may cling to underperforming stocks in the 
portfolio in hopes of minimizing losses and not selling at a loss, forcing them to buy high-return equities. Herd behavior, 
the inclination to follow the majority regardless of one's thinking or investing fundamentals, is another example. Since 
people often behave against their interests, market bubbles and crashes result (Beattie, 2022). Understand these 
psychological aspects to reduce their impact. 0020 investments, diversity, and expert assistance can help investors be 
more disciplined and make reasonable judgments. This study helps investors understand behavioral biases and emotions, 
reducing financial market risks and enhancing returns.  
 

7. Technological Advancements and Information Overloaded 
The rapid evolution of technology has changed investment, especially in information and trading systems. Thanks to the 
Internet, mobile apps, and complex algorithms, individuals can now invest in institutional investor markets. Investors can 
now access real-time stock quotes, financial news, and extensive company reports. Bloomberg, Reuters, and financial news 
websites report market and economic conditions. Investors can make decisions, but information overload may arise. New 
methods like algorithmic trading and AI have dramatically affected trading tactics. Algorithms can trade many shares 
quickly and capitalize on market fluctuations. AI and machine learning programs uncover trends and forecasts for 
investors using massive data.  
 
Information overload: Information availability has pros and cons. Information overload occurs when the investor is 
overwhelmed with information and struggles to find the important information. It can also cause analysis paralysis, where 
investors cannot make conclusions owing to too much data. Data availability may also encourage short-term trading 
decisions rather than long-term investment plans (Hall, 2022).  
 
Reducing Information Overload: Investors can reduce information overload by filtering sources, delegating responsibility to 
a trusted financial advisor, and employing technology to condense and simplify information. Focusing on long-term goals 
and following a tight investment strategy lessens the negative effects of information overload. Finally, technology has 
provided investors with tools and knowledge, but it has also raised the issue of too much information and how to handle it. 
Thus, technology and logical decision-making can help manage financial market issues.  
 

8. Long-Term vs. Short-Term Investment Goals 
Investment goals might be long-term or short-term. Each group has different strategies and factors.  
 
8.1 Long-Term Investment Goals: These can be completed in a few years or decades, such as saving for retirement, 
educating a kid, or building wealth for future generations. The income from long-term investments is reinvested to 
generate new income. Investing in equities, real estate, mutual funds, and other high-risk investments can yield high 
profits. This time range allows investors to focus on progressively improving elements like company profitability and 
economic growth rather than market swings. Long-term investors care more about their investments than market 
volatility. So, one may make good selections, emotions will not affect him, and a Falling Knife situation can be helpful.  
 
8.2 Short-Term Investment Goals: These are usually for five years or less and may involve saving for a house down payment, 
vacation, or emergency fund. Short-term investments prioritize capital and liquidity over return. Short-term investments 
include savings accounts, CDs, money market accounts, and bonds (Arora, 2023).  
Short-term investors should avoid taking high risks because they cannot recover their losses quickly. Thus, somewhat safe 
and highly liquid investments that offer some profit but deliver the needed cash are preferred.  
 

9. Balance Both Goals: Good investment plans include short-term and long-term strategies to address current and 
future demands. Thus, investing in multiple asset classes spreads risk/return and provides liquidity for short-
term demands and long-term growth. Thus, distinguishing between long-term and short-term views is crucial to 
creating an investment plan that meets the investor's goals while avoiding risk.  
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10. Conclusion 
Investing requires evaluating many elements to attain financial success. Modern investors have data so that they can spot 
jewels among duds. Investment planning requires knowing the macroeconomic environment and market circumstances, 
such as GDP, inflation, and interest rates, to integrate the organization's plans into the market. Investment strategies must 
include risk management. Diversification and asset allocation are excellent risk management and return improvement 
approaches, but over-diversification thins investments and lowers returns. Making the appropriate investment decision 
requires understanding and managing psychological aspects and cognitive biases. Fear and greed cause market instability, 
which leads to bad decisions; therefore, follow protocols and hire specialists (Bank, n.d.). Technology that provides 
advanced analytical and trading capabilities has greatly altered the investment landscape. High-frequency trading hazards 
and data protection issues arise with these advances. This study shows how technology can be used in strategic decision-
making to address financial market concerns. To improve investors' finances, consider long-term and short-term goals. 
Long-term goals demand capital appreciation and investment compounding; short-term goals require capital protection 
and liquidity. Investment strategy should address current financial needs and build wealth for the future. Thus, successful 
investing requires information management, economic literacy, risk management, psychological preparation, and 
technology application. These tactics can help investors overcome financial market obstacles, achieve financial goals, and 
build a lucrative investment portfolio.  
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