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Artificial Intelligence and Behavioral
Finance: An Analytical Framework
and Future Prospect

Pin-Huang Chou
Chang Gung University

Behavioral finance argues that due to cognitive limitations, individuals rely
heavily on heuristics and rules of thumb to process complex information and simplify
decision-making, which in turn gives rise to systematic biases. Recent advances in
artificial intelligence and machine learning, through their ability to process high-
dimensional, dynamic, and unstructured behavioral data, have substantially altered
these cognitive constraints. This paper reviews and synthesizes the literature on the
application of artificial intelligence in behavioral finance. We propose an analytical
framework organized around three levels—individuals, group interactions, and
collective behavior— to examine how Al influences individual decision processes,
group dynamics and price formation, as well as cultural, institutional, and narrative
phenomena. We further discuss the role of Al as a decision intermediary and behavioral
design tool in corporate finance, investment advice, and household finance, and
explore how behavioral finance insights can be translated into operational systems

such as robo-advisors and related applications.

Key Words: behavioral finance; artificial intelligence; hard/soft information; investor

heterogeneity; household finance.
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