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Introduction

In emerging capital markets, the inability of investors to analyze financial
information, as well as the impact of macro-economic and political factors on
financial markets, causes investors to focus on market sensation and the other
investors behavior. The emotional and herding behavior of investors is the source
of many anomalies such as price bubbles and the extreme fluctuations in the
market (Bashirimanesh and Shahnazi, 2022). Many researchers believe that all
investors have not the same perception of the received information and do not
react to the trends in the same way. As a result, their decisions are not always in
accordance with economic theories. On the other hand, future uncertain conditions
and cognitive errors that are rooted in human psychology cause investors to make
systematic mistakes in forming their expectations, decisions and judgments and
face cognitive biases and behave heterogeneously and differently from each other

(Raki et al., 2020).

Although, so far, various studies have been conducted regarding the investors'
behavioral biases, due to the different attitudes of investors and their different
perceptions of financial information, most of the results are different, and this
indicates the existence of investors' perceptual errors and the behavioral biases
that leads to anomalies in market. On the other hand, behavioral biases have a
dynamic and multiple nature, and their identification in the field of finance and
investment requires extensive investigation and research. Therefore, the purpose
of our study is to provide empirical evidence to answer the following questions:

» What are the factors influencing the behavior biases of investors?
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* What are the themes of investors' behavioral biases?

* What are the most influential components related to the behavior biases of
investors?
The emotional' soaring and bear down in the Tehran Stock Exchange in recent
years indicate that regardless of whether a share price is valuable or not, traders
follow the behavior of other market participants in buying and selling queues,
which this itself is a factor for stimulating and intensifying excitement during the
boom and bust of the market. Such irrational behaviors lead to market
inefficiency, mispricing of securities, uncertainty and flight of investors the
market. Therefore, it is important to identify the components and themes of
investors' behavioral patterns.
This paper can contribute to the development of knowledge in many ways. First,
the research findings expand the theoretical foundations and lead to more
identification of behavioral finance literature and better understanding. Second,
identifying the effective factors (components and themes) of investors' behavior
biases helps to provide useful information to investors and capital market
participants, financial analysts and managers, and as a result, increases the
investors’ confidence and the market efficiency. Third, this research is a new
approach in the form of mixed research (qualitative and quantitative), first through
thematic analysis to provide an exploratory model of the factors influencing the
investors’ behavior. Then using fuzzy Delphi analysis and interpretive structural
analysis, the most effective themes were identified, which from this point of view,
the research has topic innovation. Fourth, the research results can provide new
ideas for future researches in the field of behavioral finance and accounting
profession.

Literature Review

The theoretical foundations of behavioral finance indicate that investors are
influenced by behavioral biases that affect their decision making when buying and
selling stocks (Seifollahi et al., 2015). In behavioral finance, behavioral biases are
investigated (Rahnamay Roodposhti and Tajmir Riahi, 2014), which is defined as
systematic errors in judgment (Kamranrad et al., 2019). Behavioral finance warns
financial and economic theorists to consider human behavior along with other

variables (Faraziani, 2019). In behavioral finance research in recent decades,
various theories such as bounded rationality theory (Simon, 1972); prospect
theory (Kahneman and Tversky, 1979); risk homeostasis theory (Wilde, 1998);
security-potential and aspiration theory (Lopes and Oden, 1999); behavioral
portfolio theory (Shefrin and Statman, 2000) and dual system theory (Samson and
Voyer, 2014) have been proposed, which have been effective in the formation of
perceptual and behavioral biases in investment decisions.

The bounded rationality theory states that people's rationality is limited to
available information due to uncertainty and lack of perfect competition.
According to this theory, people are not looking for the best option among a set
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of possible options, but they are making the "satisfactory or good enough"

choices. Prospect theory describes how investors make decisions under certain
risks. According to this theory, people evaluate their loss and profit prospects
asymmetrically. In other words, investors tend to seeking risks when they realize

a profit and become risk averse when they realize a loss. Based on risk
homeostasis theory, risk attitude is influenced not only by micro and macro-
economic factors but also by social, cultural and psychological factors. security-
potential and aspiration theory states that people draw up their investment
decisions based on logical and psychological criteria in order to evaluate
individual investment decisions in risky situations. Behavioral portfolio theory
states that investment decisions are made based on perceived value, emotions,
attitudes and behavioral characteristics. According to this theory, people make
their investment decisions by expected returns, asset protection against crash
prices, and ideal levels. Therefore, risk attitudes change and people are willing to
inject additional funds into risky assets as they seek higher returns in the financial
pyramid. In the behavioral portfolio theory, it is assumed that the two feelings of

fear and hope are the two behavioral driver of investors. According to dual system
theory, decision-making can be effected to contrasted automatic, fast, and non-
conscious with controlled, slow, and conscious thinking. Also, these types of
decisions may be mainly associated with emotions and behavioral biases.

Research Methodology

Our research is a mixed type with a qualitative and quantitative approach that was
conducted in the period of 2020-2021. In the qualitative section, thematic analysis
was used to identify the influencing factors on behavioral biases. A semi-
structured (in-depth) interview was used to collect data. Also, in the quantitative
section, we extracted the most effective components and themes using
questionnaires, interpretive structural analysis and MICMAC analysis.

The statistical population of the qualitative section consists of capital market
managers and experts and university experts, 16 of them were selected as our
sample by considering the theoretical adequacy and the snowball sampling
method. our statistical sample in the quantitative section includes managers and
employees of the TSE, managers and employees of brokerage companies and
academic experts in the field of accounting and finance which due to the unlimited
statistical population, 384 people were selected using Morgan's table and simple
random sampling method.

Results

The behavioral biases pattern of investors was designed based on thematic
analysis and using interviews and three-step behavioral coding. In this model,
eight components and 33 propositional themes were determined. According to the
perspective of academic and capital market experts, the eight main components
affecting the behavioral biases of investors consist of personality traits, perceptual
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and behavioral traps, customer journey map, emergence of collective mind,
revelatory behavior theory, perspective theory, market theory and cognitive
dissonance.

The determining themes for each component were also extracted, for example, the
themes of the perceptual and behavioral traps include overconfidence, emotional
and social obligations.

Also, the results of the quantitative section based on interpretive structural
analysis and MICM analysis indicate that perceptual and behavioral traps and
cognitive dissonance are at the highest level and customer journey map and market
theory are at the lowest priority level.

Discussion and Conclusion

Since the Iranian stock market is more affected by behavioral biases in the group
of perceptual and behavioral traps and cognitive dissonance, it can be concluded
that the majority of investors' decisions are based on appearance, overconfidence,
emotional and social obligations, social pressures, lack of procedural stability,
Low self-esteem and mental structures are done. These irrational behaviors will
cause market inefficiency as well as incorrect pricing of securities, and if it
escalates and continues, it will cause uncertainty and investors flight from the
market.
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Figure (1) The pattern related to the dimensions of behavioral distortions
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Figure (2) Model of behavioral distortions
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