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Extended Abstract

Background and Purpuse: In recent decades, financial behaviors have become noticeably
significant in investment decisions. As fundamental pillar in financial markets, a stock
exchange is where investment decisions are intensely influenced by psychological and
behavioral factors. Despite conventional financial theories assuming that investors are
invariably logical, reality shows that their decisions are often influenced by emotions,
cognitive biases, and personal risk perceptions. Risk perception is a key factor shaping
investors’ decisions. This research examined the mediating role of risk perception in the
relationship between financial-behavioral factors and investment decisions in the Tehran
Stock Exchange. A more accurate perception of this relationship can help managers, financial
advisors, and investors make proper decisions in the intricate and risky circumstances of the
market. Likewise, the results of this study can assist policymakers in formulating more
effective strategies for risk reduction and management in the capital market. Lastly, this
research attempted to present a better perception of investors’ decision dynamics in the
Iranian financial market by offering new insights.

Methodology: This study was applied in terms of its purpose and descriptive-correlational in
terms of its method and investigated the relationships between financial-behavioral factors,
risk perception, and investment decisions in the Tehran Stock Exchange. The statistical
population consisted of active individual investors in the Tehran Stock Exchange between the
last three months of 2023 and the first six months of 2024. They must be active shareholders,
which means that they buy and sell shares at least 2 times in a year. In this way, using a
simple random sampling method, they were selected from among the people who had
invested in the stock exchange of IranThe researchers employed Cochran’s formula to
determine the sample size and followed a simple randomized approach to select 385
individuals as the research sample suitably representing the statistical population. The primary
data collection tool was a valid and standard questionnaire comprising questions about
financial-behavioral variables, risk perception, and investment decisions. The reliability of the
questionnaire was estimated and confirmed by the Cronbach alpha coefficient, which
indicated the high reliability of the measurement tool. The SPSS software, statistical
correlation methods, and path analysis were employed for data analysis. The correlation
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analysis sought to determine the interrelationships of the variables, and the path analysis
examined the mediating contribution of risk perception to the relationship between financial-
behavioral factors and investment decisions. These approaches helped researchers deeply
perceive how these factors influenced investors’ behaviors.

Findings: The findings revealed that financial-behavioral factors significantly influenced
investor’s investment decisions and could explain 13% of the variations in investment
decisions. The results also displayed that financial-behavioral factors had a 66% contribution
to the investment risk. Investment risk was also investigated as an independent variable. It
was found that this factor could explain 60% of the variations in investment decisions. By and
large, these results highlight the significance of financial-behavioral factors and the mediation
of risk perception in investment decisions and reflect how these factors can shape investors’
behavior and influence their decisions directly or indirectly. On the other hand, risk
perception acts as a chief mediator in this relationship. Baron and Kenny’s (1985) proposed
steps run by the simultaneous hierarchical regression (path analysis) method were applied to
examine the mediating role of investment risk (risk perception) in the relationship between
financial-behavioral factors and investment. The obtained results showed that behavioral
financial factors can explain 63% of changes in investment decisions in a positive and
meaningful way, and also behavioral financial factors can explain 63% of changes in
investment decisions in a positive and meaningful way. Finally, investment risk can explain
65% of changes in investment decisions in a positive and meaningful way; In examining the
mediating variable, the results showed that investment risk (risk perception) mediates the
effect of financial-behavioral factors on investment decisions.

Discussion: The results of this research reflected the high significance of financial-behavioral
factors and the mediation of risk perception in making investment decisions. These findings
foreground that a thorough perception and analysis of investor behavior should not only
assess financial factors but also accentuate behavioral and psychological aspects. The
outcomes of this research can help financial advisors and investment managers improve the
decision process of their customers. For instance, regarding the crucial role of risk perception,
they can design educational or consultative programs assisting investors in developing better
perceptions of investment-tied risks and making proper decisions. In this respect, this study
suggests future researchers investigate other mediating variables that may impact investor’s
decision-making process, e.g. variables like investment experience, educational level, and rate
of access to information can be probed as mediating factors in future studies. Finally, this
research illuminates the necessity of attending to financial, behavioral, and psychological
factors simultaneously to improve investment decisions and exploit mixed analytical models
to perceive this complex process well.
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