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Introduction:Investor’s decision making is a subject of considerable

PP:112-128 debates in behavioral finance. Behavioral finance refers to how people

: make decisions under uncertainty conditions. The purpose of this

Use your device to scan and : study is to present a model for explaining financial behaviors of

read the article online . investors in Tehran Stock Exchange in the form of identifying
-E- 7w : influential behavioral factors and validating behavioral model.

Materials and Methods: Data from the interviews are analyzed

: using content analysis method, resulting in the identification of 22

[=] ¢ components grouped under 6 categories, according to which the
i questionnaire is designed. At this stage, the survey strategy is

conducted, and then 300 questionnaires are distributed as available

sampling method and 287 completed questionnaires are collected.

Validity and reliability indicators show the high credit of the

Doi: . . . s . .
. questionnaire. The results of this study indicate that cognitive biases
10.30495/jae.2022.4535 are former than emotional biases, which besides the cultural
influences and personality form investor’s decision making that lead
Keywords:

to herding behavior.

Findings: Results derived from questionnaires have been analyzed

using descriptive and deductive statistics method (Structural

Equation Modeling) and SPSS and AMOS software.

Conclusion: Results from the study show that all behavioral biases

directly and significantly influence the decision making of investors.
G11, G12, M41.
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Extended Abstract

Introduction

Today, the relationship between perception of
investors and financial behaviors possesses
firm and solid background in developed
markets (Kuhberger et al. 2002; Nosic and
Weber, 2010; Weber 2013; Hoffman et al.
2015; Kaplansky et al. 2016). Despite
potential for prediction of investment behavior
in the market, the related literature has mainly
examined received efficiency of portfolio or
market efficiency with financial behaviors in
the past time (Weber et al. 2013; Hoffman et
al. 2015). However analysis of this fact has not
yet empirically tested that what received
portfolio efficiencies had led to higher amount
of transactions and riskability in the past. In
addition this issue, potential effect of
moderating variables has not been explored on
aforesaid relations in the conducted
investigations. What inferred from the results
of previous studies is that as a moderating
factor, stable psychological mechanisms may
link acquired efficiencies from the portfolio in
the past time to volume of transactions of
stocks and riskability (venture) in the future
(Khan et al. 2018). This study aims to present
a model to interpret financial behaviors based
on perception of investors of efficiency of
stock portfolio and stable psychological
mechanisms in Tehran Security and Exchange
Organization (TSEO).

Materials and Methods

Research statistical population and sample:The
statistical population of this study includes
experts in capital market comprising directors
of regional brokerages, advisors, portfolio
officers and brokers and investors who were
elected purposively and interviewed with the
followings features:

e Minimum five years of experiences in
activity in TSEO

e Efficient communication with investors

e Relationship with active institutions in
TSEO

e Literacy in scientific subject relating to
TSEOQ Organization

e Knowledge about political- economic,
social, cultural and demographic issues

Based on referral of researcher to the known
experts and convincing them for cooperation
regarding to their involvement in a semi-
structured interview and their agreement to

this issue, the interview was done with experts
later so that researcher could finally achieve
adequate information. With respect to
uncertain size of population in this part, the
available non-randomized sampling process
was carried out. Accordingly, the minimum
rate of sample size is 287.

Findings

Descriptive analysis of research variables: The
central tendency parameters (mean, median
and mode) were wused for conducting
descriptive analysis on research variables and
discrepancy parameters (standard deviation,
variance and range of variance) were utilized .
Based on descriptive statistics of research
variables, all variables have mean value higher
than medium limit of Likert scale. Thus, all
variables are highly significant. The highest
mean value belongs to variable of familiarity
bias (3.96). Similarly, standard deviation is
smaller than 2 for all variables. Therefore, all
variables have identical discrepancy level. The
least standard deviation belongs to variable of
short-sightedness ~ (0.655).  Proximity  of
median to mean value denotes normality of
distribution in the population.

Discussion and Conclusion

Result of testing first major hypothesis:
Hypothesis 1: The expected efficiency of
formed portfolio in the past time is led to
(optimistic/  over-confident) behaviors of
investors.

The absolute value of standard factor loading
is derived greater than 0.3 between variables
of expected efficiency of already-formed
portfolio on behaviors of investors (optimistic/
over-confident). The value of t-statistic is also
higher than 1.96 in both formulas and it shows
the observed correlation is significant.
Therefore, the impact of expected efficiency of
portfolio is positive and significant on
(optimistic/  over-confident) behaviors at
confidence level 95%.

Result of testing second major hypothesis:
Hypothesis 2: The optimistic behavior is led to
(turnover and high size of transactions, sharing
risk, and riskability behavior) for investors.
The absolute value of standard factor loading
is derived greater than 0.3 between variables
of optimistic behavior that is led to (turnover
and high size of transactions). The value of t-
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statistic is also greater than 1.96 in all four

formulas and it shows the observed correlation
confidence level of 95% that optimistic behavior
led to (turnover and high size of transactions) has
positive and significant impact.
Result of testing third major hypothesis:
Hypothesis 3: Over-confidence behavior is led to
(turnover and high size of transactions) for
investors.
Based on the given results, over-confident
behavior which led to (turnover and high size of
transactions) has positive and significant effect.
Result of testing fourth major hypothesis:
Hypothesis 4: Interaction of psychological
characteristics (optimism, over-confidence) has
mediator impact on relationship between expected
efficiency of formed portfolio and turnover of
portfolio for investors.
According to the given results, the variables of
optimism and over-confidence have mediator
impact on relationship between expected
efficiency of formed portfolio and turnover of
portfolio.
Result of testing fifth major hypothesis:

is significant. Thus it can be implied at

Hypothesis 5: Interaction of psychological
characteristics (optimism, over-confidence) has
mediator effect on relationship between expected
efficiency of formed portfolio and size of
transactions.
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