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Introduction
Investment companies play a pivotal role in capital markets by pooling
funds from investors and directing these resources toward a diversified
portfolio of assets, particularly securities. Their operational efficiency and
strategic decisions essentially determine the attractiveness of these
institutions to both existing and potential investors. In the dynamic and
evolving landscape of Iran’s capital market, the ability to effectively
evaluate and rank investment companies is essential for investors, financial
analysts, and policymakers. Identifying the determinants of such rankings
ensures more informed investment decisions, greater transparency,
improved capital allocation, and ultimately, the advancement and stability
of the capital market itself. The increasing complexity and volatility of
global and Iranian capital markets, coupled with heightened investor
expectations, necessitate a comprehensive understanding of all factors—
both financial and non-financial—that impact the performance and ranking
of investment companies. Given the critical function these companies serve
in channeling capital, enhancing risk management, and supporting market
growth, an in-depth exploration of their evaluation criteria is of high
scientific and practical significance.
This study seeks to bridge the noted gaps by:

1. Identifying a wide spectrum of effective factors—including both

financial and non-financial variables—that influence the ranking of
investment companies listed on the Iran Stock Exchange.
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2. Employing advanced fuzzy multi-criteria decision-making
(MCDM) techniques to weigh and rank these factors, thereby
providing actionable insights for investors, analysts, and company
managers.

3. Augmenting the Iranian capital market literature by presenting a
replicable and systematic ranking methodology that can enhance
decision quality and market transparency.

Literature Review

Previous studies have predominantly examined subsets of variables
affecting investment company performance, often emphasizing either
financial metrics or specific managerial or industry-related variables. For
instance, analytical models have sought to determine the influence of
shareholder structures, banking presence, risk assessment methods (such as
Merton and Altman Z-score models), and the application of modern
management accounting tools on company performance and value (Firoozan
Sarnaghi et al., 2021; Kumaran, 2022; Moshtaghi et al., 2025; Nabizade &
Bahrami, 2021; Yun & Lee, 2022).

Across this body of research, several key conclusions emerge:

e The prominence of managerial traits and governance quality:
Managerial characteristics, governance systems, and the activities
of audit committees greatly influence company value and
stakeholder confidence.

e The value of financial metrics and market ratios: While
fundamental to performance evaluation, financial ratios often tell
only part of the story. Their explanatory power varies depending on
the unique context of each capital market.

e The importance of contextual factors: Industry-specific variables
(like competitive pressure, macroeconomic conditions, banking
participation, and regulatory frameworks) mediate or moderate the
effects of other performance drivers.

e The necessity of multi-dimensional assessment: Holistic
approaches that integrate both quantitative (financial) and
qualitative (non-financial) indicators enable more accurate and
actionable rankings.
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Despite these advancements, a comprehensive framework that
systematically incorporates all these dimensions and reflects the unique
conditions of the Iranian stock market has remained elusive, underscoring
the need for robust multi-criteria decision-making (MCDM) methods.
Methodology
The study adopts a rigorous empirical framework combining expert
elicitation and advanced decision-analytic techniques.

o Data Collection:
A panel of sectoral experts—including financial analysts, portfolio
managers, and academicians—was consulted to refine and validate the list
of evaluation criteria through surveys and interviews.

e Variable Identification:
Drawing on an exhaustive review of both domestic and international
literature, key dimensions were identified to capture the full scope of
investment company evaluation. The variables encompassed:

e Managerial characteristics

o Capital market financial metrics

o Internal quality controls

e Industry-specific variables

e Competitive dynamics

e Management quality

e Credit and economic standings

e Accrual and cash-based financial ratios

e Market-based financial ratios

e Validation and Screening:
The initial list of variables was then subjected to expert validation using the
Content Validity Ratio (CVR) to ensure their relevance and
comprehensiveness.
Fuzzy Analytic Hierarchy Process (FAHP)
To address the inherent uncertainty and subjectivity in expert judgments,
the study deploys the Fuzzy Analytic Hierarchy Process (FAHP) for both
structuring the evaluation problem and eliciting weightings for the selected
factors.
The FAHP technique proceeds through the following steps:
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1. Hierarchical Structuring: Creating a hierarchical decision model,
where the ultimate goal (company ranking) branches into primary
criteria and then sub-criteria.

2. Pairwise Comparisons: Experts provide comparative assessments
of factor importance using fuzzy triangular numbers to account for
imprecision in linguistic judgments.

3. Synthesis and Weight Calculation: Aggregating expert inputs,
defuzzifying results, and computing weights for each criterion.

4. Consistency Testing: Ensuring logical coherence of expert
responses via consistency ratios.

The use of FAHP allows for nuanced consideration of both quantitative data
and subjective expert insights, overcoming the traditional limitations of
crisp, deterministic evaluation models.

Findings

Analysis of the elicited expert judgments and calculated FAHP weights
yields several important findings:

e Managerial Characteristics Dominate:

e Managerial characteristics emerged as the most significant
determinant, assigned the highest weight of 0.332 in the FAHP
analysis.

e This underscores the pivotal role that management quality and
leadership play in shaping company performance and, by
extension, investment value.

o Lowest Priority for Market-Based Ratios:

e Market-based financial ratios held the lowest weight (0.002),
indicating that, within the Iranian context, market valuation ratios
alone provide limited insight into company performance as
compared to direct management or operational factors.

e  Multi-dimensional Insights:

o Other factors, such as internal controls, industry characteristics, and
financial performance metrics, displayed moderate weights,
reinforcing the necessity of holistic evaluation approaches.

e Robustness and Validity:
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e The survey responses indicated high levels of agreement among
experts, with 77.1% completely agreeing and 22.9% somewhat
agreeing on the importance of managerial features in company
ranking, thus affirming the validity and practical relevance of the
findings.

Conclusion

This research systematically identifies the most influential factors for
ranking investment companies in the Iranian stock exchange through a
combination of expert consultation, literature synthesis, and advanced fuzzy
MCDM analysis. The findings highlight the preeminent importance of
managerial characteristics over other typical financial and market-based
metrics—an insight particularly salient for emerging and partially
inefficient markets like Iran’s.

By deploying a replicable and robust FAHP framework, the study enhances
the reliability of ranking assessments, boosts investment decision quality,
and contributes valuable knowledge to the financial management literature.
The practical recommendations derived support risk reduction, market
transparency, and long-term market development. Further research is
encouraged to expand upon this framework by considering temporal
dynamics and alternative market conditions, as well as broadening the
evaluation to international benchmarks.
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