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Introduction

Investing in financial markets has increased greatly in recent years due to quick
liquidity, diversity in investment and the opportunity to make profits in a short
period of time. Investigations of the Iranian capital market show that in recent
years, with the growth of the capital market and its attractiveness, many people
without having sufficient expertise in this field and only based on looking at the
past positive returns of shares, emotional analyzes and media advertisements,
most of the time, as internet users introduce risky shares without logical analysis
and start investing. In this case, any decision made by investors based on
misleading information, incorrect analysis or simply based on the past
performance of a company can unknowingly lead investors to stocks whose price
is significantly higher than its fundamental value. Considering that in recent years,
Iran's capital market has experienced many fluctuations and turbulences and
sometimes the upward trend of the market has been bubble and unrealistic and
this has led many investors to invest in high-risk stocks. Therefore, understanding
the effect of perceived returns on investing in high-risk stocks and the role of the
ostrich bias, which ignores the negative aspects of riskier investments, can be
considered as one of the important factors influencing the selection of high-risk
stocks in the Iranian capital market. In this paper, we develop this insight and
examine whether past perceived returns have an impact on the risky choices of
individual investors and also exacerbate the systematic effects of the ostrich effect
of risky investments. Therefore, the place of this type of research is felt in the
financial field, because by studying this type of research, it is possible to identify
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the factors influencing the investment in high-risk shares of the investors and
prevent the losses of the investors.

Literature Review

Behavioral characteristics of investors are often influenced by the results of past
investments and past investment experience can be effective in shaping the
behavior and changing the mindset of investors (Weber et al., 2013). Most of the
time, investors rely on the positive returns of the shares they have invested in the
past and show more risk in their future investments (Khan et al., 2019) which
means that it is possible for an investor by relying on the psychological
characteristics and ignoring the influencing factors in stock selection, such as
negative news and information and based on the returns obtained in the past, s/he
may create stable positive expectations about that risky stock and start investing
on it and make a risky contribution. This unrealistic belief makes investors form
a classification in their minds and judge and predict the company's future
performance. As a result, when investors decide to invest based on positive past
performance and ignore useful but unpleasant news and information, this drives
trading volume and market volatility to their highest levels. Subsequently, this
investor behavior drives the stock price away from fair value due to excessive
price movement and volatility.

Research Methodology

The upcoming research is done in terms of practical purpose and strategy and
method of collecting and analyzing survey-descriptive and cross-sectional data. A
standard questionnaire was used to collect data and evaluate research hypotheses
and the statistical population of this research consists of all real investors who are
active in the Tehran Stock Exchange. In order to collect a sample, 432
guestionnaires were distributed to qualified investors in two rounds to collect data
and information and of these, 396 questionnaires were accepted. Data analysis
using the structural equation model in IMOS statistical software and the rule of
maximum likelihood estimation was used to estimate the value of unknown
parameters.

Results

The results of data analysis using the structural equation model showed that the
variable relationship between perceived past returns and investment in high-risk
stocks has a positive and significant relationship at a significant level of 1%, the
coefficient of which is 0.37. The variable of past perceived efficiency with the
ostrich effect at 1% level is positive and significant and the coefficient of this
relationship is 0.47. Also, the variable of ostrich effect on the variable of investing
in high-risk stocks has a positive and significant relationship at a significant level
of 1%, the coefficient of which is 0/31. In order to test the fourth hypothesis and
explain that the ostrich effect has a mediating effect on investing in high-risk
stocks, according to Mathieu and Taylor (2006), all relevant preconditions should
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be met, so considering this, the first, second and third hypotheses were confirmed
with the coefficients of 0/37, 0/47 and 0/31 and all the hypotheses and paths were
confirmed in a way, as a result, there is a mediation model.

Discussion and Conclusion

This research was carried out with the aim of identifying the influencing factors
on investing in high-risk stocks by real investors in the Tehran Stock Exchange.
The results of the first hypothesis showed that there is a positive and significant
relationship between perceived past returns and investing in risky stocks.
Investors who have experienced positive returns from investing in a company's
stock in the past, by creating a positive feeling within themselves under the
influence of subjective expectations and maintaining the perceived positive
returns of the past as a stereotype and generalizing it to the future, believe that this
positive return is stable in the future and that share will continue to grow. This
attitude makes an investor increase his risk-taking based on the profit of previous
investments. The results of this hypothesis are in line with the research of Koenig
and Burghof (2022), Bin (2022) and Khan et al. (2019). The results of the second
hypothesis of this research showed that there is a positive and meaningful
relationship between perceived past performance and ostrich effect bias. The
effect of perceived past returns on the ostrich effect bias can be explained by
investors' tendency to focus similarly on their past portfolio returns. In this way,
when making a decision to invest, investors only rely on the positive returns
obtained in the past and ignore the useful but unpleasant information. The results
of this hypothesis are in line with the research of Olafsson and Pagel (2017), Khan
et al. (2019) and Raut (2020). The results of the third hypothesis of this research
showed that there is a positive and significant relationship between the ostrich bias
and investing in risky stocks. The results shows that the ostrich effect has a
significant impact on people's investment in risky stocks. In explaining this
finding, it can be said that investors under the shadow of the ostrich effect are
more likely to take risk as well as the volatility of risky investments, due to their
indifference to information that is not compatible with their current attitude,
expectations or beliefs and also remembering the past positive events and
consequently the expectations of obtaining higher returns are underestimated
which can lead to significant investment in risky stocks and a greater willingness
to take risks. The results of this hypothesis are in line with the research of Khan
et al. (2019), Cupék et al. (2020) and Hilchey et al. (2022). The findings related
to the test of the fourth hypothesis of this research, the effect of the ostrich effect
on the relationship between perceived past returns and investment in high-risk
stocks, showed that the ostrich effect has a mediating effect on the relationship
between perceived past returns and investment in risky stocks are affected. In
other words, the ostrich effect strengthens the positive relationship between
perceived past returns and investing in risky stocks and with the increase of the
ostrich effect, the positive effect between perceived past returns and investing in
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risky stocks increases. The results of this hypothesis are in line with the research
of Khan et al. (2019). The findings of this research provide valuable theoretical
and practical concepts for investors and beneficiaries of different sectors of
society. For investors, because it provides readers with useful and potential
information about the factors influencing the selection of high-risk investments at
the time of investment decision. It can also help legislators and capital market
specialists to improve the capital market, educate capital market investors to make
rational decisions and be aware of psychological biases.
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Figure (1) Mediation model methodology
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Table (1) Descriptive statistics of research variables

Ahe o Bl e Dl Sle ol oiRoR sl it
5 ) <JAD viss Yag €338 o155 )3 03k
5 ) J5 v/Ys ¥ Sy pliw 2 )54l
5 ) Ve S a5 & oy il

i J2l)8 5B Glaebl gl 4l bl 5 2ls) slopasls | Gieek ol
(2lgime g gl oloy e o gl lanl 0,5 eolatwl Aol yiuwy lawgy W pxie
N Aol iy (olgy @i cpl » Hhicele wlel jaine abMol plxl 5 ol )l cél s
ole oo 3l a3liznl b ojle (2lgy (550518 4 da dls po 5 .c8)5 41,8 a0l 590  Jloio dls o
Oig sbaojl g ale )b caslio lie s (sl g0l Jale o s aisly (canl
o bele Jb e & sg0s dogi wSS opl 4 Wb eanl lole oo pupds ) 3,5 ealil
9 Ml.:‘_,’.ao '/a Jﬁ‘» s‘_,’.LoLC dL&v)l.: w])w O)ywl&o LE‘)% )L:xo )‘A.s.o G gi.) 9 ).O.Ao
S ¥ oy 31 it 1 53l gy )3 39 Bl by Jlps o A3 /0 y2uS 45 3,900
oS sl S 4 San oy (asli ] pismen A8 Gils azdly +/0 ) ieS Lele L 4
Soode a4 &S ude o [ Ses olgy e3ls (Hair et al., 2011) wsb +/0 5l 58,5 1L el
(V) Jgi @l ool ool ingly sloojlos (3 53 i (2o oainn iy wsl 3Sya33
Dgdicn ol Jimgd (5l)Sen gy (3 grcmslio doms 53 unl /0 5 VL baojlu (sl Ken o)
oS Sl capd 9 S po bl capd Jlne 93 51 Smggy 553l Jse (2l tomis Iy
5 (Hayes, 2018) aily +/V 3l 55,5 1l oS o (bl 5 #lsyS Gl jlade ol o o3liul
culpd 3o (s (V) ot wcanl ytin ojlo o (bl A3L S35 6 sae 4 & lade ja
b Sl o5 ) 8 JpS b gaw Bl ) baojle den <Spe UL 5 ¢ligS S
sl gy slaysito J5:3 6

1Convergent Validity Index (CVI)



\F-Y QMU/Y")M/W’.‘*’{.%SJ/d)lﬁﬁuﬂﬁgudbu)@ﬁ A-

sbistunyy sySen 21y 9 2Ll phomie slalie () Jgi
Table (2) Reliability and convergent validity scales of the questionnaire
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Figure (2) the tested research of model
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Table (3) The fit of the tested research model
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Table (4) paths of the research model
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Table (5) The results of the path analysis test of the research model
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