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Abstract

Today, individual investors play a key role in the dynamics of financial markets, and their
decisions significantly affect price volatility, market liquidity, and overall efficiency. The
behavior of this group is typically influenced by various factors, including macroeconomic
indicators, market conditions, and behavioral finance components. A proper understanding of
these behaviors can contribute to the enhancement of trading strategies and the development
of more accurate predictive models.

Accordingly, the present study aims to model the impact of quantitative variables on the behavior
of individual investors and to forecast the behavior of retail investors in Iran’s capital market
using artificial and deep neural networks.

In this regard, six dependent variables were selected: buy and sell volumes, stock price
fluctuations, total investment returns, the tendency to hold or sell, market entry or exit

decisions, and trading patterns (long-term or short-term). These were modeled using four
learning approaches—ANN, DNN, RNN, and LSTM—trained on real market data, including

market information, technical indicators, and economic indices.
The results revealed that recurrent models, especially LSTM, achieved higher accuracy in

predicting time-series and continuous variables compared to other models. Furthermore, in
binary (classified) variables, the DNN model outperformed others in certain cases, such as

investment decisions and trading patterns.

However, the findings also suggest that the mere use of more complex architectures does not
necessarily lead to improved performance.

As this study focused on quantitative variables, it is recommended that future research incorporate
qualitative factors into the modeling process to gain a more comprehensive understanding of
investor behavior.

Keywords: Forecasting, Individual Investors, ANN, DNN, RNN, LSTM, Artificial Neural
Networks
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