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Identifying and ranking psychological factors and examining their impact on
investor behavior using fuzzy MCDM and multivariate regression methods

Shahrzad Mohammadi Jazi!, Mohammad Mirabi?, Abbasali Jafari Nodushan?
Abstract

In the past, it was believed that humans always make rational decisions, but
with the passage of time and the emergence of a topic called behavioral finance,
theories were defined that proved the opposite of this claim. Behavioral finance is
the study of psychological, cultural, and social factors that influence investors'
decisions. These factors cause people to act irrationally in their decisions and suffer
losses from their decisions. The importance of this research is also in increasing
investors' awareness and, as a result, their better performance. In this research, first,
psychological factors that influence people's decision-making were prepared from
library studies and interviews with experts. The behaviors that investors display were
also collected in the same way. Then, using the Delphi method, the factors and
behaviors that are most important were selected and then the selected factors and
behaviors were ranked using the Delphi method. The ranking was done using the
fuzzy analytic hierarchy process. The Delphi and fuzzy hierarchy processes were
performed in Excel software. After ranking, the effect of the first five factors in the
ranking on the first three behaviors in the ranking was examined. For this purpose, a
multivariate regression model was developed. At this stage, EViews 13 software was
used to create the regression model. After developing the regression model, the
results showed that the psychological factor of anchoring had a significant effect on
the expectation of loss compensation and adaptation to new conditions, while loss
aversion only affected investors' use of short-term strategies. Overconfidence also
had a significant effect on adaptation to new conditions.

Keywords: Psychological factors, investor behavior, fuzzy hierarchical analysis,
multivariate regression, stock market.
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