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Introduction

Financial behavior and decision-making have long been topics of interest in finance,
economics, psychology and behavioral science (Kiyabo and Isaga, 2020). One of the
common views in the current fields of investment is the analysis of investors'
behavior. The behavior of investors is analyzed from the point of view of behavioral
finance and behavioral finance is an integral part of investment. Behavioral finance is
a field that has challenged traditional finance by introducing psychological factors
affecting decision-making (Sattar et al., 2020). Sewell (2007) points out that
behavioral finance studies the impact of psychology on the behavior of financial
professionals at the individual and group level and its mutual impact on markets and
also, it can provide reasons why and it helps how financial markets may be inefficient.
According to Ahmad (2022), behavioral finance is the study of a method in which
various psychological and social factors are examined on the thought processes of
individual decision-making by financial professionals and its collective impact on the
behavior of the markets in which they operate. The definitions presented indicate that
the goal of behavioral finance is not to explain how financial professionals should
make their decisions; but rather to clarify why these financial professionals make the
decisions they do; Therefore, the purpose of behavioral finance is to study those
factors that affect the decision-making process of an individual (group) and since
different financial professionals have different psychological mindsets, they end up
making different decisions in seemingly similar situations. In micro-behavioral
finance, attempts are made to explain human behavioral inconsistencies in the
decision-making process. In micro-behavioral finance, it is assumed that people do
not always act in a rational way and emotions and other subjective variables play an
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important role in their final decision-making (Camerer et al., 2004). Financial
fallacies are one of the reasons for behavioral inconsistencies in the decision-making
process of financial professionals. Financial professionals are often unaware of these
cognitive factors that affect information processing and subsequent decision-making
(Kaustia et al., 2008). One of the recent developments in the science of investing is
the emergence of behavioral finance. Behavioral finance at the micro level examines
investors' reactions to false reasoning and cognitive errors. Financial fallacies that
result from incorrect reasoning can affect the judgment of financial analysts;
Therefore, the purpose of this research is to investigate the impact of financial fallacies
on the judgment of financial analysts.

Literature Review

Perhaps the most important work of Aristotle, the Greek scholar, is to discover,
coordinate and compile the laws and rules governing thinking That is, the same
collection that was given the name of Organon and Aristotle claimed that
following them would prevent errors in thinking. Whether a person is a logician
or ignorant of logic and its rules, he naturally thinks and reasons based on certain
rules; But, this is one side of the coin, the other side is that what mechanism is
there in front of the human being so that he can use his thinking power well or
basically prevent errors in thinking? Logic is a scientific tool that prevents the
human mind from making mistakes in thinking. Logic is the study of methods and
principles used to distinguish correct reasoning from incorrect reasoning. When
reasoning for a topic is addressed, it is actually addressed to build an argument to
support the result or results (Copi et al., 2011). Although logic is very important
because it teaches people how to reason and teaches them all kinds of arguments
and deductions; but perhaps another benefit is that it prevents fallacies (i.e. errors
in reasoning) be Therefore, the crystallization of the problem of error in thought
and error measurement of logic can be seen in the discussion of fallacies and the
fight against fallacies is the origin and desire of logic (Khandan, 2021). Humans
have the ability to create and confirm facts, change and justify beliefs and
generally give meaning to things. They do this with reason and the process of
doing it is called reasoning. An argument consists of premises and a conclusion.
Arguments are universal. You argue every day and you hear arguments every day.
Even though the human brain is well developed and very complex, it is subject to
limitations. While almost all humans are capable of reasoning, a very small
percentage of humans are actually good at it. The word false literally means deceit,
trick, trick and fabrication; But its more specific meaning in logic dating back to
the 1550s means false inference and invalid reasoning (Bennett, 2021). According
to Copi et al. (2011), a fallacy is a type of argument that seems correct; but
contains a mistake in reasoning or in a more general sense, any mistake in
reasoning is a fallacy. Sometimes the person arguing uses fallacies, sometimes the
audience of the person arguing gets fallacies when interpreting his argument and
sometimes both cases happen together (Bennett, 2021).
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Research Methodology

The method of this research is a descriptive-survey. According to the test of
research hypotheses through one-sample student's t-test and based on G*Power
software, 200 financial analysts were selected as the study sample. The tool for
collecting study variables is a scenario-based questionnaire. Using theoretical
bases, 22 financial fallacy were selected.

Results

The results of the study indicate that, in general, financial fallacies do not affect
the judgment of financial analysts. However, the gambler's fallacy, hasty
generalization, false dilemma and retrospective determinism have a significant
impact on the judgment of financial analysts.

Discussion and Conclusion

An important paradigm that emerged to respond to capital market inefficiencies in
investment is behavioral finance. Behavioral finance examines the behavior of
investors and capital market participants, including financial analysts. The goal of
behavioral finance is to recognize the false arguments and cognitive errors in the
behavior of investors and provide appropriate solutions to reduce or eliminate them in
the behavior of investors and capital market participants. Based on this, the aim of this
research is to investigate the impact of financial fallacies on the judgment of financial
analysts. By examining the theoretical foundations and background of the research,
22 financial frauds were identified and provided to financial analysts to test the
research hypotheses. The general results of the research indicate that the average score
of financial fallacies of financial analysts does not affect their judgment regarding
investment activity. In other words, the arguments put forth by financial analysts to
invest in securities are reasonable; Therefore, in Iran's capital market, financial
mistakes did not cause financial anomalies and reduce the inefficiency of the capital
market. Nevertheless, the examination of each financial fallacy indicates that the
gambler's fallacy, hasty generalization, false dichotomy and retrospective
determinism have a significant impact on the judgment of financial analysts. The
results of this study regarding the gambler's fallacy are consistent with the results of
previous studies such as Rao and Hastie (2023), Pelster (2020) and Ossareh et al.
(2021). In future researches, financial mistakes can be used as a moderator or mediator
variable. Also, in behavioral finance research, financial mistakes can be investigated
from the perspective of investors and other participants in the capital market. Based
on the findings of the current study that there are no financial fallacies, capital market
participants can trust the arguments presented by financial analysts.
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