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Abstract

Despite more interest in mindfulness meditation practice among stock investors, to
date there is no empirical evidence to support the benefits of this meditation practice. This
research aims to provide groundbreaking evidence. Data were collected from 145 individual
stock traders and 81 professional stock traders in Thailand (total N=226). Results from partial
least squares structural equation modeling indicates that respondents who practiced
mindfulness meditation more intensively reported better trading performance than individuals
who did not and those who meditated less intensively. In particular, meditation practice is
found to be associated with higher trading discipline, which in turn associated negatively with
the frequency of panic selling and overreaction to news; together, these factors strongly
relate to trading performance.
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Introduction

Given the increasing interconnectedness of financial markets worldwide along with
the higher risks and uncertainty associated with it, stock traders nowadays have to face
tremendous challenges that might impact their success in trading (Kumar, 2009). In
particular, volatility in stock price movement can be an issue that causes stock traders to
experience stress (Mayall, 2010). In order to become successful in stock trading, just simply
possessing good knowledge and skills in stock market analysis may not be sufficient, but the
most important thing is that individuals need to have a strong trading discipline, adhere to it,
and not let their own emotions influence their trading decisions (Chu et al., 2014).
Unfortunately, even for experienced traders, uncontrolled emotions have been frequently
regarded as a major obstacle that causes stock traders at all level to deviate from well-
planned strategies, and finally causes them to commit unsuccessful trades (Mayall, 2010).

In the recent years, the media has reported that meditation has become a popular
practice that many professional stock traders on Wall Street have begun to pay more
attention to. Generally, a number of studies have found that mindfulness meditation can help
enhance focus, discipline, and emotion control (Charoensukmongkol, 2014b; Tang et al.,
2007), all of which are critical factors that determine success and failure in stock trading.
However, although the benefits of mindfulness meditation have been frequently portrayed in
the media, to the best knowledge of the authors, there is no empirical study that provides
statistical evidence about its benefits on the performance of stock traders. Therefore, this
research is considered a pioneer work that intends to unveil the evidence. In particular, the
aim of this research is to link mindfulness meditation practice to the area of behavioral
finance. Barberis and Thaler (2003) defined behavioral finance as the study of how irrational
behavior may influence market prices, driving them from their fundamental values. Irrational
behavior in stock trading emerges as investors deviate from rational thinking which causes
traders to expose themselves to unnecessary risks. Given the benefits of mindfulness
meditation in helping individuals to promote mental clarity and to maintain emotional stability
(Charoensukmongkol, 2014a; Kabat-Zinn et al., 1992; Miller et al., 1995), this research aims
to investigate whether this type of meditation practice can help individuals avoid irrational
behaviors in trading. Specifically, the authors propose that mindfulness meditation practice
will directly help traders enhance trading discipline, which in turn, lowers some impulsive
behaviors in trading, and subsequently helps them improve trading performance. The two
impulsive behaviors that are the focus of this research are panic selling and overreaction to
news; both of which are common mistakes that lure many stock traders to commit
unsuccessful trades. Results from this research will provide additional insight about
interventions that can help stock traders effectively manage trading behaviors which might be

essential for them to achieve successful trades.
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Background and hypotheses
Mindfulness Meditation

The practice of mindfulness meditation originated from vipassana meditation in
Buddhism, which emerged over two thousand years ago. Chavan (2007, p. 248) defined
mindfulness meditation as the development of insight into the understanding of mind and
body. This method of meditation practice emphasizes two things: (1) moment-to-moment
awareness, and (2) non-judgmental reception (Goenka, 2006). As its name implies,
mindfulness meditation is a practice that aims to enhance mindfulness (Kabat-Zinn, 2003, p.),
which is a receptive attention to and awareness of external and internal present-moment
states, events and experiences. According to Brown and Ryan (2003, p. 824) it is “inherently
a state of consciousness.”

In mindfulness meditation practice, individuals are self-trained to focus their
attention closely on physical and mental aspects of themselves (Kabat-Zinn et al., 1992).
Physical aspects include a wide array of body movements (e.g. the rise and fall of the
stomach). Mental aspects include thoughts, feelings, or other sensations. Mindfulness
meditation practice can be performed in a sitting posture or when walking. In mindfulness
meditation training, individuals have to cultivate a moment-to-moment awareness of any
stimuli that they experience during the practice (Kabat-Zinn, 1990). Whether it is favorable
(e.g., joy, calm) or unfavorable (e.g., pain, uncomfortable), they have to perceive it as it is,
non-judgmentally. The goal of this training is to help individuals understand and experience
any sensation for what it actually is, not the way they want it to be (Brown & Ryan, 2003).
Individuals keep observing that specific sensation until it eventually disappears on its own.
What individuals learn from mindfulness meditation training is the impermanent nature of
things (Wallace, 2006). If any sensation (especially an unfavorable one) arises and they just
observe it without clinging on or attaching to it, that sensation will eventually cease by itself.
This phenomenon is based on Buddhist wisdom that attachment leads to suffering (Goenka,
2006). In practice, the understanding of this wisdom through prolonged meditation practice
helps individuals to easily let go of negative thoughts and feelings that come to them in their
daily life. When experienced meditation practitioners experience negative moods for
example, they just observe them nonjudgmentally, so they do not get carried away or
become overwhelmed by such moods.

Evidence on the benefits of mindfulness meditation has been documented in many
areas of research. In particular, one widely documented unique benefit of mindfulness
meditation is that it lowers stress and enhances psychological wellbeing (Jazaieri et al., 2014;
Kabat-Zinn et al., 1992; Speca et al., 2000). Clinical studies have shown that mindfulness
meditation training was used to help patients cope with chronic and psychical pain (Kabat-

Zinn et al., 1985). Recently, scholars also found that employees who regularly practice
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mindfulness meditation tended to have the ability to deal effectively with stress at work, which

in turn led to more job satisfaction (Charoensukmongkol, 2014a, 2014b).
Mindfulness meditation as a practice to enhance trading discipline

This research proposes that mindfulness meditation practice can benefit stock
trading performance in several ways. In particular, meditation can help promote trading
discipline. Generally, investors who have high discipline not only have well-planned trading
rules and strategies before each trade, but they also follow the rules and strategies precisely.
Highly disciplined investors normally set their investment objectives prior to the investment
and trades. In order to set investment objectives, apart from the desired returns, disciplined
investors tend to know about the appropriate level of risk that they should take, and invest in
their portfolio based at the appropriate risk level.

Importantly, one additional characteristic of highly disciplined investors is that they
don’t let emotions influence their trading decisions. The rationality of financial markets
believes that the sources of irrational behavior observed in the financial markets, especially
the stock markets, come from psychological emotions such as fear, greed, trust, confidence,
and hope (Mayall, 2010). Emotions may have influence on trading activities and
performance. For example, greed, which can be defined as the desire for profit, when present
in the stock market, may lead investors to pay less attention to investment risk. Fear may
lead investors to be excessively afraid of the downward movements in stock price and cause
them to panic sell. With discipline, investors will strictly follow strategies that were planned
and will not allow emotions to cloud their judgments (Maglio et al., 2014). For example, if the
trader lets emotion overcome his/her trading plan and he/she is afraid to face the realized
loss, then he/she is going to sell the good fundamental stock sooner, although the downward
movement of the stock is simply due to short-term volatility. This circumstance shows how
lack of discipline leads the trader to take more risk and to the possibility of more loss than
he/she is willing to take in the first place.

In research, the benefit of discipline in helping investors improve trading
performance is also documented. For example, Locke and Mann (2005) studied the trading
behavior of professional futures traders by using high-frequency transactions data and found
that trading discipline is positively related to subsequent success in trading performance.
Locke and Mann (2005) argued that trading discipline is particularly essential for successful
trading because it helps minimize irrational behaviors that can be dysfunctional for investors.
One particular irrational behavior that the authors focus on in this research is the chance to
commit panic selling. Panic selling is the propensity of traders to sell stocks in reaction to
pure emotion and fear rather than evaluating fundamentals. For the investors who are
holding the stock, the fall in a stock price serves as a reflection that some group of investors

have been selling out the stock or a panic sell is happening on that stock. If they are afraid of
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this price decrease and therefore decide to liquidate their position in the stock simply
because other people do so, but not because of any rational supporting facts, then they are
panic selling. On the contrary, if investors are rational, then they would be patient and
continue to hold the stock with strong fundamentals without the fearing the ongoing short-
term panic sell. Thus, having trading discipline can prevent traders from panic selling
because it reminds investors to adhere to the trading strategies and not let emotions tamper
with trading decisions. In particular, this aspect of trading discipline is supported by Feng and
Seasholes (2005) who found that sophistication and trading experience, both of which are
characteristics of high discipline traders, can reduce the magnitude of this effect.

The authors propose that another critical way that trading discipline can benefit
stock traders is to help reduce the chance of overreaction to news. In particular, Daniel et al.
(1998) developed a model to examine how investors assimilate new information. The model
argues that informed investors are overconfident about the information they privately own,
and as a result, overreact to this type of information. For example, assume that an investor
originally has a positive outlook on the market and already invested at the appropriate price.
Then when he/she comes across any economic news that supports his/her beliefs, he/she
might take a larger position on the investment, even though the price has gone up beyond
the fair level. Then as he/she invests in the overpriced securities, he/she would have lower
trading performance. This activity shows how overconfidence may lure an investor to
overreact and also implies that an investor who has lower discipline is more prone to let
overconfidence takes over his/her investment plan.

The authors propose that mindfulness meditation practice can help stock traders
enhance trading discipline and other benefits associated with it. In fact, the practice of
mindfulness meditation per se is to self-train individuals to develop self-discipline by closely
and nonjudgmentally observing their thoughts and emotions (Shapiro et al., 2006).For
example, Brown and Ryan (2003) found that mindfulness practice helped individuals
enhance self-awareness and self-regulate behavior. Importantly, scholars including Lakey et
al. (2008) and Leroy et al. (2013) proposed that mindful individuals tend to develop
authenticity, which is defined as “the unobstructed operation of one’s true, or core, self in
one’s daily enterprise.” Authenticity can be a key characteristic of highly discipline traders
because it allows individuals to be aware of their self and regulate themselves accordingly
(Leroy et al., 2013). In particular, a receptive internal awareness of one's thoughts, emotions
and behaviors that is developed through meditation practice can play an important role in
reminding traders of what they are supposed to do in stock trading, that is, they have to
follow trading rules and strategies without being compromised by impulse and emotions
(Brown & Ryan, 2003). According to Baer and Lykins (2011), this benefit of mindfulness

meditation is also consistent with self-determination theory (Deci & Ryan, 2002). In this
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sense, internal awareness and authentic behavior derive from the meditation practice and
can serve as intrinsic motivation that makes a trader adhere to trading discipline. Moreover,
because individuals are trained to be highly aware of immediate internal and external stimuli
in a non-judgmental and unbiased manner, they can avoid being affected by irrationality and

other types of behavioral bias in trading.

The ability to maintain emotions is another major benefit that traders who regularly
practice meditation can use to enhance their trading discipline and reduce overreactions in
trading. Because uncontrolled emotions, both negative and positive ones, are major
obstacles that sway traders from following trading plans and strategies, being able to deal
with their own emotions is crucial. Moreover, the likelihood of traders to commit panic selling
and overreact to news is also strongly driven by uncontrolled emotions. In particular, a
number of studies have shown that meditation practice can help people deal effectively with
emotional instability and a wide array of impulsive behaviors. Studies by Kabat-Zinn et al.
(1992) and Miller et al. (1995) reported that participants who attended mindfulness meditation
training showed significant reduction in anxiety levels. Clinical research by Speca et al.
(2000) found that mindfulness meditation training helped people reduce mood disturbance
and stress symptoms. Tang et al. (2007) found that even participants who attended short-
term meditation training reported lower anxiety, depression, anger, and fatigue. In particular,
Charoensukmongkol (2014a) found that people who regularly practiced mindfulness
meditation not only possessed higher emotional intelligence, but also developed the belief
that they could successfully complete any task.

Given all the supporting arguments regarding the benefits of mindfulness mediation

practice in stock trading, the following hypotheses are presented:

Hypothesis 1: There is a positive relationship between intensity of mindfulness

meditation and trading discipline.

Hypothesis 2: There is a negative relationship between intensity of mindfulness
meditation and panic selling.

Hypothesis 3: There is a negative relationship between intensity of mindfulness

meditation and overreaction to news.

Hypothesis 4: There is a positive relationship between intensity of mindfulness

meditation and trading performance.

Lastly, given the influence of trading discipline on panic selling, overreaction to

news, and trading performance, the following hypotheses are presented.
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Hypothesis 5: There is a positive relationship between trading discipline and trading

performance.

Hypothesis 6: There is a negative relationship between panic selling and trading

performance.

Hypothesis 7: There is a negative relationship between trading discipline and panic

selling.

Hypothesis 8: There is a negative relationship between overreaction to news and
trading performance.

Hypothesis 9: There is a negative relationship between trading discipline and

overreaction to news.
Methods
Samples and data collection

Participants in this research were independent investors and professional investors
whose work was related to investment such as brokers, traders, and analysts. The data were
collected through a self-administered survey. For the samples who were independent traders,
data were collected using convenient sampling from individual investors who attended the
Stock Exchange of Thailand—Thailand Future Exchange (SET-TFEX) Online Investor fair.
Questionnaires were distributed at the fair by two research assistants. After the fair ended, a
total of 145 useable surveys were obtained. For professional investors, questionnaires were
distributed to brokers, traders, and analysts at two leading financial institutions in Thailand. A
total of 81 usable surveys were received from this sample group. In total, 226 questionnaires
were obtained. Descriptive statistics of demographic information of the sample are reported
in Table 1.

Measures

Trading performance was measured by asking respondents to identify the level of
gain/loss that they made. Both long-term and short-term performance was measured. Long
term performance covered a one year period, while short-term performance covered a three
month and six month period. They were measured using an ordinal scale ranging from 1
(more than 30 percent loss), 2 (26-30 percent loss), 3 (21-25 percent loss) ... 8 (breakeven)
... 13 (21-25 percent gain), 14 (26-30 percent gain), 15 (more than 30 percent gain). The
majority of the respondents reported that they profited no more than 5 percent, which is
consistent with the average annual return of the Thai Stock Exchange during the time of data
collection, which was 5.4 percent. These three measures were then used as indicators to

construct a single reflective latent variable.
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Table 1 Demographic and Trading Characteristics of Samples

Gender

Finance-related
background

Educational level

Trading experience (in year)

Professional trader

Information expertise

Investment horizon

Meditation practice

Trading performance

Trading discipline
Panic selling

Overreaction to news

Male: 124 (54.87%)
Female: 102 (45.13%)

Yes: 87 (38.50%)
No: 139 (61.50%)

Below bachelor’s degree: 27 (11.95%)

Bachelor’s degree: 149 (65.93%)
Master’s degree: 50 (22.12%)

Less than 1 year: 53 (23.45%)
1 year: 47 (20.80%)

2 years: 39 (17.26%)

3 years: 32 (14.16%)

4 years: 6 (2.65%)

5 years: 8 (3.54%)

6 years: 6 (2.65%)

7 years: 5 (2.21%)

8 years: 5 (2.21%)

9 years: 2 (0.88%)

10 years: 9 (3.98%)

More than 10 years: 14 (6.19%)

Yes: 81 (35.84%)
No: 145 (64.16%)

Mean= 3.173; S.D.=.697
Short term: 68 (30.22%)

Middle term: 118 (52.44%)
Long term: 39 (17.33%)

No: 159 (70.35%)
Yes: 67 (29.65%)

Mean=9.41; S.D.=3.1

Mean= 3.23; S.D.= .92
Mean= 3.14; S.D.= .96

Mean= 3.02; S.D.= .84
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Mindfulness meditation was operationalized based on the instrument previously
used by scholar (Brown & Ryan, 2003; Charoensukmongkol, 2014a, 2014b). It was
measured by four indicators: (1) minutes per day of meditation practice, (2) days per week of
meditation practice, (3) years of meditation practice, and (4) the degree to which respondents
think that meditation is important for them. All study participants were measured using ordinal
scales. Minutes of meditation practice ranged from 1 (less than 10 minutes), 2 (11-20
minutes), 3 (21-30 minutes), 4 (31-40 minutes), 5 (41-50 minutes), 6 (51-60 minutes), and 7
(more than 60 minutes). Days per week of meditation practice ranged from 1 to 7. Years of
meditation practice ranged from 1 (less than 1 year), 2 (1 year), 3 (2 years) ... 11 (10 years),
and 12 (more than 10 years). The degree to which meditation is important was measured
using a 5-point Likert scale ranging from 1 (very little) to 5 (very much). For individuals who
did not meditate, all indicators were set to zero. These four measures were then used as
indicators to construct a single reflective latent variable.

Trading discipline was measured using three questions. Respondents were asked to
indicate the degree to which they (1) have well-planned rules strategies before each trade,
(2) follow trading rules and strategies precisely, and (3) do not let emotions influence trading
decisions. The item was measured using a 5-point Likert scale ranging from 1 (never) to 5
(always). These three measures were then used as indicators to construct a single reflective
latent variable.

Panic selling was measured by asking respondents to think of a time when the price
of the high-quality stock they were holding dropped significantly; and this price drop had
nothing to do with the fundamental issues of the firm. Then, they were asked the frequency
with which they decided to hold the stock until its price recovered, instead of selling the stock
quickly. The item was measured using a 5-point Likert scale ranging from 1 (never) to 5
(always).

The measure of overreaction to news was adapted from the scale developed by
Menkhoff et al. (2006). Respondents were asked to evaluate the degree to which they
normally overreacted to good and bad economic news, thereby leading to wrong trading
decisions. The item was measured using a 5-point Likert scale ranging from 1 (never) to 5
(always).

In addition to the role of mindfulness meditation on the dependent variables
(including trading discipline, panic selling, overreaction to news, and trading performance)
other factors that might affect study participants were included as control variables. First, the
study takes into account the role of information expertise, trading experience, educational
background related to finance, and whether a respondent is a professional trader. Information
expertise was adapted from a scale developed by Chu et al. (2014). It was measured using

four questions: (1) level of interest in keeping up with financial reports, (2) the extent to which
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a respondent searches for information related to a stock investment, (3) the extent to which a
respondent is involved in attending lectures on stock investment, and (4) level of
understanding of financial articles in newspapers. Respondents were measured using a 5-
point Likert scale ranging from 1 (very low) to 5 (very high). These four measures were then
used as indicators to construct a single reflective latent variable. Trading experience was
measured by the number of years that a respondent had traded stock. Professional trader
was coded as a dummy variable (1=yes; 0=no). Educational background related to finance
was coded as a dummy variables (1=yes; 0=no). This research also controlled for the extent
to which a respondent relied on fundamental analysis and technical analysis in their trading
decisions. These two variables were measured using a 5-point Likert scale ranging from 1
(never)to 5 (always). Lastly, investment timeframe was considered as another control
variable. This variable was coded as ordinal scale (1=short-term; 2=middle-term; 3=long-

term), whereby a higher score means a longer investment timeframe.
Data analysis

This research uses Partial Least Squares - Structural Equation Modeling (PLS-
SEM) to analyze the data. PLS-SEM is a statistical method that is similar to principal
components regression (Fornell and Bookstein, 1982). However, instead of estimating
hyperplanes of maximum variance between the response and independent variables, PLS-
SEM estimates a linear regression model by projecting the predicted variables and the
observable variables to a new space (Chin & Newsted, 1999). PLS-SEM allows multiple
hypotheses to be tested simultaneously while also enabling the use of reflective scales. It
also permits the simultaneous assessment of both measurement and structural models. PLS-
SEM is appropriate for the data used in this research because it does not require a large
sample size as compared to other SEM techniques (Chin, 1998). Furthermore, it does not
require the data to be normally distributed (Kline, 2005). PLS is suitable for this study
because the results from the Jarque-Bera test of normality indicated that all main constructs
in the hypotheses are not normally distributed. PLS-SEM analysis is performed using
WarpPLS version 5.0.

Results

Validity and reliability of the multi-item measures were estimated before performing
PLS-SEM estimation for hypotheses testing. First, convergence validity test was conducted
to prove whether the degree to which the measures that theoretically should be related, were
in fact related (Hair et al., 2009). Convergence validity was assessed using factor loadings.
Hair et al. (2009) suggested that factor loadings should be greater than .5. The results
indicate that all factor loadings are above the minimum requirement. Next, a discriminant

validity test was conducted to prove whether the concepts that were not supposed to be
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related were actually unrelated (Fornell & Larcker, 1981). Discriminant validity was assessed
by comparing the average variance extracted (AVE) to the squared correlation coefficient.
Fornell and Larcker (1981) suggested that the square root of the AVE must be greater than
the correlations between the constructs in order for discriminant validity to exist. The results,
as shown in Table 2, satisfy this requirement. Second, construct reliability was assessed
using Cronbach’s alphas coefficient and composite reliability coefficient. The minimum
requirement for these two indicators is .7. Results showed that the reliability indicators of all
latent variables exceed the minimum requirement according to Nunnally (1978).

Next, the test of multicollinearity, which is a phenomenon in which two or more
predictor variables in a model are highly correlated, was conducted. The test was performed
using the full variance inflation factor (VIF) statistics. In particular, a full VIF test is more
robust than a traditional VIF test because it allows lateral and horizontal collinearity to be
evaluated simultaneously. Petter et al. (2007) recommended that a full VIF should be lower
than 3.3. The analysis indicates that the maximum full VIF is 2.239, which is lower than the
maximum threshold.

Results from the PLS-SEM analysis are shown in Figure 1. Standardized path

coefficients and p-values are reported. The findings are presented as the following:

Hypothesis 1 predicted that mindfulness meditation will increase trading discipline.
The result shows that their relationship is positive and statistically significant ($=.116;

p=.038). Thus, hypothesis 1 is supported.

Hypothesis 2 predicted that mindfulness meditation will reduce panic selling. The
result shows that their relationship is negative; however, it is not statistically significant (3=-

.059; p=.184). Thus, hypothesis 2 is not supported.

Hypothesis 3 predicted that mindfulness meditation will reduce overreaction to
news. The result shows that their relationship is negative and statistically significant (3=-

.128; p=.025). Thus, hypothesis 3 is strongly supported.

Hypothesis 4 predicted that mindfulness meditation will increase trading
performance. The result shows that their relationship is positive and statistically significant
(B=.116; p=.038). Thus, hypothesis 4 is supported.

Hypothesis 5 predicted a positive association between trading discipline and trading
performance. The result shows that their relationship is positive and highly significant (3=.25;

p<.001). Thus, hypothesis 5 is strongly supported.

Hypothesis 6 predicted that panic selling will lower trading performance. The result
shows that their relationship is negative and statistically significant (8=-.16; p=.007). Thus,

hypothesis 6 is strongly supported.
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Hypothesis 7 predicted that trading discipline will lower panic selling. The result
shows that their relationship is negative and statistically significant (3=-.108; p=.049). Thus,
hypothesis 7 is supported.

Hypothesis 8 predicted that overreaction to news will lower trading performance.
The result shows that their relationship is negative and statistically significant ($=-.132;
p=.022). Thus, hypothesis 8 is supported.

Hypothesis 9 predicted that trading discipline will lower overreaction to news. The
result shows that their relationship is negative and statistically significant (3=-.162; p=.006).

Thus, hypothesis 9 is strongly supported.

Finally, the significant relationships between control variables and key dependent
variables are found as follows. Trading performance positively associates with trading
experience ($=.195; p=.001), use of fundamental analysis (8=.111; p=.044); but it negatively
associates with information expertise (B=-.124; p=.029) and a longer investment timeframe
(B=-.115; p=.04). Trading discipline positively associates with information expertise ($=.525;
p<.001) and use of fundamental analysis (3=.168; p=.005). Overreaction to news positively
associates with use of fundamental analysis (8=-.115; p=.039), trading experience (p=.131,;
p=.022), longer investment timeframe ($=.119; p=.034); it negatively associates with
information expertise ($=.185; p=.002). Panic selling negatively associates with use of

fundamental analysis (f=.16; p=.007).
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Table 2 Correlations among Variables, Internal Consistency, and Convergent Validity

Cronbach’s Composite

alpha Reliability TP MED DCP ON PS IE XP PRO FN TF FDM TCH

coefficient coefficient
TP .847 .908 (.876) .168 3677 -.251" -221" 251" .287" .67 164 -.05 267" .268"
MED .923 .946 (.903) 2177 -2 -.055 172 .037 123 .022 -.019 -.075 .077
DCP .861 915 (.885) -.313" -.153" .666" 213" .194” 71 JA11 468" .383"
ON - - (1) .071 -.31" -.193" -.093 -.114 -.143" -.085 -.129
PS - - (1) -.104 -.099 -.025 .044 -.088 -.194" -.048
IE .825 .884 (.811) 242" .244™ .325™ .041 485" .389”
XP - - (1) 413" 152" .091 223" .263"
PRO - - (1) .395™ -.108 124 .306™
FN - - (1) -15" 117 27"
TF - - (1) .054 -.128
FDM - - (1) 46™
TCH - - (2)

Notes: p<.05; "p<.01;

Average variance extracted of latent variables are shown in the parentheses;

TP=trading performance, MED=mindfulness meditation, DCP=trading discipline, ON=overreaction to news, PS=panic selling,

|IE=information expertise, XP=trading experience, PRO=professional trader, FN=educational background related to finance, TF=trading timeframe,

FDM=use of fundamental analysis in trading, TCH=use of technical analysis in trading.
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R’=.169

Overreaction

to news

-.128*
, -.162**
R =.498

Mindfulness 116 ‘/'I'r;ding
medity rwpline
N

-.108*

R?=.266

Trading
performance

Panic

selling

16"

Figure 1 PLS Results

Notes: 1. * p £.05, ** p .01, *** p £.001;
2. Standardized coefficients are reported;
3. Solid lines represent statistically significant paths;
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Discussion and conclusion
General discussion

In this research paper, the authors developed a framework to test the relationship
between mindfulness meditation practice and trading performance of individual traders and
professional traders in Thailand. In addition to the direct role of mindfulness meditation, the
study also explored the roles of trading discipline, panic selling and overreaction to news that
might explain why the intensity of mindfulness meditation practice correlates with trading
performance. The overall results support the hypotheses about the positive roles of
mindfulness meditation. In particular, the analysis confirms that the intensity of mindfulness
meditation practice, as measured through several indicators, directly and indirectly correlates
with high trading performance of the sample traders. First, traders who reported that they
practiced mindfulness meditation more intensively tend to demonstrate higher trading
discipline. Trading discipline, in turn, was found to associate positively and strongly with
trading performance. In addition, high trading discipline was found to relate significantly to a
lower chance of traders engaging in panic selling and overreaction to news; these two
aspects of behaviors were found to associate negatively and strongly to trading performance.
Moreover, a key mechanism by which trading discipline positively correlated with trading
performance was explained by the degree of overreaction to news that tended to be lower for
high disciplined traders. In this regard, it can be summarized that traders who reported that
they extensively practiced mindfulness meditation also adhered strongly to their trade
discipline and demonstrated a lower tendency to overreact to news, in sequence. The
linkages between mindfulness meditation, trading discipline, and overreaction to news,
eventually explained why the traders who intensively practice mindfulness meditation tended
to demonstrate higher trading performance.

Overall, the empirical evidence revealed in the statistically analysis supports the
prior argument that mindfulness meditation practice correlates with the ability of individuals to
enhance focus, to promote mental clarity, and to effectively regulate and stabilize emotions
(Kabat-zinn et al., 1992; Speca et al., 2000). All of these factors are important for investors to
maintain strong discipline in trading (Feng & Seasholes, 2005). Broadly, the findings from the
present study are consistent with prior research which also found benefits of mindfulness
meditation in various aspects of performance outcomes (Jazaieri et al., 2014; Kabat-Zinn et
al., 1992; Speca et al., 2000). In particular, the positive association between mindfulness
meditation and trading discipline gave extra support to prior research which reported the
benefits of mindfulness meditation in helping individuals effectively regulate their own
behaviors (Kabat-Zinn et al., 1985; Tang et al., 2007). Moreover, the results regarding the
negative relationship between mindfulness meditation and overreaction to news and panic
selling during stock trading are consistent with prior research which showed that practicing
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mindfulness meditation can improve the cognitive process and promote rational decision
making (Charoensukmongkol, 2014a; Zeidan et al., 2010). Specifically, these findings are
consistent with the study of Hafenbrack et al. (2013) which showed that practicing
mindfulness meditation helped lower the chance of individuals to commit sunk cost bias.
They are in line with the study of Ortner et al. (2007) which found that mindfulness meditation
practice tended to lower emotional interference on a cognitive task.

Limitations

There are some limitations that have to be taken into consideration. First, the
authors used convenient sampling to collect the data. One major concern about using
convenient sampling is that the sample obtained may not be a valid representation of the
population of interest (Babbie, 1990). Moreover, the authors selected samples of professional
traders from only two leading financial institutions. Overall, these issues can limit the
generalizability of the findings to a population of stock traders. Thus, future research should
include more samples in the analysis. Second, using self-report measures particular for stock
trading performance can be susceptible to subjective bias from the respondents. Future
research will need to test the model using actual stock trading performance from the
brokerage records of the respondents, if the data are accessible. Third, results obtained from
this research are based on cross-sectional data. Using cross-sectional data makes causality
between variables difficult to infer. Moreover, results from hypothesis testing are inferred
based on associations between variables. Therefore, the authors recommend that future
research should address this issue by using longitudinal data collection or performing an
experiment to confirm the causality between mindfulness meditation and trading
performance. In addition, mindfulness meditation practice was assessed as the quantity of
meditation, but not the mindfulness quality of the respondents. Moreover, the conceptual
model does not include the role of emotion regulation that might explain why mindfulness
meditation can improve stock trading performance. Thus, there is a need for experimental
research to investigate whether mindfulness meditation practice can improve mindfulness
quality, emotion regulation, and trading performance. Lastly, other factors that might affect
trading behaviors are not incorporated in this research. For example, the model did not
control for trading frequency which can be a sign of trading behaviors such as panic selling or

an overreaction to news.
Future research directions

Because research on the benefits of mindfulness meditation, especially in the area
related to behavioral finance, is still scant, there are suggestions for future studies to extend
the findings from the present research. First, researchers may investigate the contribution
that mindfulness meditation can have on other aspects of irrational behaviors in trading.
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Moreover, one issue that is left unanswered in the present research is the role of mindfulness
that stock traders obtain from mindfulness meditation. Whether mindfulness can strengthen
or lessen some specific behaviors in stock trading that influence trading performance is an
issue that future studies may need to investigate. Finally, this research only focuses on stock
traders in Thailand. It is still unclear whether the benefits of mindfulness meditation are valid
across national cultural domains. For example, it is evident that trading behaviors of investors
can be influenced by national cultures. Therefore, future research may try to replicate the
present study in other countries to determine whether the results regarding the benefits of

mindfulness meditation are valid for stock traders in other cultures or not.
Research contributions and practical implications

Despite the research limitations discussed above, this study offers a significant
contribution to literature regarding the roles of mindfulness meditation in stock trading.
Although prior studies on the benefits of mindfulness meditation are documented in several
fields of research (Charoensukmongkol, 2014a, 2014b; Miller et al., 1995; Speca et al., 2000;
Tang et al., 2007), no study links mindfulness meditation to stock trading. Importantly, this
research provides groundbreaking evidence that mindfulness mediation can strongly explain
the performance of stock traders in Thailand. The statistical evidence from this research
provides scientific support to the benefits that stock traders and investors will gain from
meditation. In particular, the authors recommend that mindfulness meditation is a practice
that can significantly help stock traders improve trading performance. Essentially, it was
confirmed that the practice strengthens the ability of individuals to effectively plan and follow
trading strategies without being swayed by emotions. When discipline is in place, individuals
can avoid impulsive behaviors in trading. This benefit of mindfulness meditation is particularly
crucial because it is evident that a common mistake that unsuccessful traders normally
experience is allowing uncontrolled emotions to lead to overreaction.

Therefore, the authors suggest that mindfulness meditation should be taught to
stock investors and traders in order to lower irrational behaviors that could unnecessarily lure
them to commit unsuccessful trades. However, it is important to understand that the full
benefits that individuals can obtain from mindfulness meditation may take time to achieve.
Hindman et al. (2014) recommend that formal meditation and informal practice may be more
effective than training with brief mindfulness exercises and informal practice. Thus, although
mindfulness meditation is a simple practice, it is important to keep in mind that successful
practitioners are those who have trained themselves properly and regularly.
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