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Extended Abstract

Introduction

The present study aimed to present a model to explain the behavior of real
and legal investors in the Iranian capital market, emphasizing local
indicators A unique growth happened until the middle of 2018 due to the
extreme capital market fluctuations from 2019 until today. After that, the
economic thermometer of Iran's capital market from September 2019 to
2021, despite the very high annual inflation of 50% in the last three years
and the improvement of the fundamental indicators of various industries in
the capital market, resulted in a significant drop and loss of investors in this
market. Therefore, a semi-structured interview was conducted with experts
and managers of investment funds and brokerage managers, and the reason
for this change in the behavior of investors and the withdrawal of real
capital was investigated.

Literature Review

Economic and financial decisions are among the most important decisions
in the lives of ordinary people. The results related to financial decisions are
that behavioral and psychological processes affect people. Many of these
behaviors can be explained by well-known principles of psychological
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science and collected evidence. For many years, social scientists and
humanities have been trying to understand how people make their
investment decisions using countless strategies. From two decades ago, by
combining approaches, behavioral finance was carried out as an
interdisciplinary element, seeking to clarify individual decisions and
process those factors. Considering that behavioral sciences investigate the
effect of a set of behavioral, psychological and demographic factors on
financial decision making. The general results of this comprehensive study
show the impact of various psychological, behavioral and demographic
factors on financial decision-making and help to design an optimal financial
portfolio to ensure the financial well-being of investors. However, the
prediction of future stock prices is still not stable and accurate. By searching
in behavioral financial articles, this study has been able to investigate ideas,
methods, processes and main issues related to financial decisions.

Research Methodology

This research is applied and qualitative and was performed with the
foundational data theory technique. Data were collected through semi-
structured interviews, and theoretical sampling continued until the
categories were saturated. In this regard, 17 experts and professors of
finance and behavior were interviewed. Then, the paradigmatic model of
investors' behavior was presented with emphasis on local indicators based
on the systematic theoretical approach of Strauss and Corbin in the three
main steps of open coding, central coding, and selective coding. Finally,
the validation of the theory was formulated and examined.

Results

Based on the results, the major category of the paradigm model and the
causal conditions affecting the behavior of investors, in terms of
background and involved factors, are placed in two main groups behavioral
and psychological factors and demographic factors. behavioral and
psychological factors include 19 categories, of which 10 categories were
recognized as having the most frequency and importance on investors'
behavior according to the interviews conducted. These categories include
changes in physical states during trading, emotional behavior, security of
the investment environment, sensitivity to news, satisfaction with personal
life, calmness and concentration, expectations and degree of risk-taking,
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entertainment, vacations, and trading hours. The second group is
demographic factors, which includes 5 categories, of which 3 categories
have been very important. In addition, cultural, political, economic, and
social factors were recognized as background factors that investors make
financial decisions in this paradigm. Furthermore, Parallel markets such as
the dollar price and bank interest rates and cross-border factors such as
sanctions and JCPOA were mentioned as intervening conditions that can
mediate the relationship between the factors affecting the behavior of
investors.

Disscusion and conclusion

In general, the reason for the extreme fluctuations of the capital market in
recent years was the previous government's entry and heating of the capital
market to sell governmental stocks and rich funds, and refining funds at the
highest price to provide liquidity to the government in the conditions of
sanctions, which led to the continuous growth of the capital market. After
that, the important policy and priority of the government were to enter
capital into banks and fixed-income funds to provide liquidity to the
government under the conditions of sanctions when the new government
took office in 2021, which aggravated the negative fluctuations in the
capital market. The policies of the stock exchange organization were
determined as the government's strategy for investors, so in the rotation of
the economic policies of the government and according to the tools of the
stock exchange organization, such as preventing queues of buying or selling
and prohibiting the range above 3% in any negative or positive direction for
investors and blocking the trading codes of real famous people and capital
market players, as well as the harsh treatment and complaints from people
with a records of the capital market due to the new rules enacted by the
Stock Exchange Council, caused investors to react as well. Finally, the
economic consequences happen as the last link of this paradigm model,
which leads to the withdrawal of liquidity from the capital market and the
entry into parallel markets or the withdrawal of capital from the country in
foreign currency.
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JEL Classification: G32, H3.
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Figure (1) Paradigm model of grounded data theory
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