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Abstract

The purpose of the present study is to investigate the effect of extraversion and introversion
on risk attitude, risk perception, and the expectations of novice investors, with consideration
of the moderating role of financial literacy within the Tehran Stock Exchange. The research
was conducted during the spring semester of 2023 and is applied in nature. From a
methodological standpoint, the study adopts a causal approach and utilizes a field-based,
quantitative strategy. Data collection was conducted through a combination of library research
and surveys, employing inferential statistical analysis. The statistical population consists of
novice investors in the Tehran Stock Exchange. A total of 384 participants were selected
using Cochran’s formula and simple random sampling. The findings indicate that extraversion
and introversion significantly influence risk perception and the expectations of novice
investors. Moreover, financial literacy plays a significant moderating role in shaping the
impact of personality traits on risk attitude and investment expectations among these investors
in the Tehran Stock Exchange.

Keywords: Novice investors’ expectations, Extraversion, Introversion, Risk Perception,
Financial Literacy

JEL Classification: G41, G4

Background and Purpose: Financial literacy is known as a crucial factor in economic
development and stability. Additionally, in recent years, both developed and emerging
countries have been struggling with problems regarding their citizens’ financial literacy level,
because investors often deal with difficult economic and financial conditions, and lack of
financial literacy becomes one of the factors playing a role in increasing poverty in these
countries. It cannot be denied that financial decisions may lead to undesirable consequences
in critical and risky financial situations. Investors’ risk perception and their tendency to accept
risks are highly impacted by their individual features and personality traits. Individuals with
different personality traits have different expectations of the stock market, and consequently
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different return expectations. This research aims to examine the impact of extraversion and
neuroticism on attitude, risk comprehension, and return expectation with the moderating role
of financial literacy.

Methodology: This research is applied from an objective perspective and cross-sectional
from a time perspective. A library research method was used to collect information regarding
the literature and the related theoretical discussions, while a field study approach was utilized
for collecting data to test the hypotheses. The chosen statistical population consists of the
investors of the Tehran Stock Market Organization. Random sampling technique was adopted
for sample selection and the sample size was determined as 384 individuals based on
Cochran’s formula. The required data was derived from October to November 2023. The data
collected through questionnaires were analyzed and the research hypotheses were tested based
on the Structural Equation Modeling using the Smart PLS software.

Findings: Research findings indicate interesting results based on various hypotheses, as
follows: the moderating role of financial literacy has a significant impact on the effect of
extraversion on the risk perception of investors in the Tehran Stock Market. Additionally,
results also indicated that the moderating role of financial literacy has a significant impact on
the effect of neuroticism on the risk perception of investors in the Tehran Stock Market.
Furthermore, on one hand, the moderating role of financial literacy has a significant impact on
the effect of extraversion on the risk attitudes of investors in the Tehran Stock Market, and on
the other hand, the moderating role of financial literacy in the relationship between
neuroticism and risk attitude is significant from a statistical point of view. Moreover, the
moderating role of financial literacy has a significant impact on the effect of extraversion on
the return expectations of investors in the Tehran Stock Market, and finally, the moderating
role of financial literacy has a significant impact on the effect of neuroticism on the return
expectations of investors in the Tehran Stock Market.

Discussion and conclusion: This research aims to investigate the impact of extraversion and
neuroticism on risk attitude, risk perception, and return expectations of investors in the
Tehran Stock Market, by considering the moderating role of financial literacy. These research
results indicate that individuals who have higher levels of financial literacy probably have a
better perception of risks and return expectations and they may be able to make more reliable
investing decisions. Personality traits like extraversion can play a decisive role in risk
perception. Extrovert individuals may be willing to make riskier decisions and perceive their
risk and return expectations in a different manner than others. On the other hand, individuals
with higher levels of financial literacy, even if they are extroverts, may make more successful
investment decisions since they have access to additional information and more accurate
analysis. If investors struggle with neuroticism, their risk perception may decrease and their
investing decisions may be affected by unreasonable factors. Therefore, it can be concluded
that the presence of financial literacy as a moderator can positively impact neuroticism as a
personality trait and help individuals gain better risk perception and return expectations. This
can contribute to increasing the quality of investing decisions and decreasing the potential
mistakes occurring due to inappropriate return expectations. Therefore, enriching and
developing financial literacy and promoting proper financial education in society are among
the most effective strategies for better managing return expectations and investor attitudes in
the stock market.
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