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Abstract:

This study aimed to develop a conceptual model for pricing digital assets by integrating behavioral finance perspectives and
identifying psychological and social factors influencing investors’ decision-making in decentralized markets. A qualitative
grounded theory approach was adopted. The study involved 15 experts in digital currencies, blockchain, and behavioral
finance selected through purposive sampling until theoretical saturation was achieved. Data were collected via semi-
structured interviews and textual content analysis. Open, axial, and selective coding were applied to build the theoretical
framework. Reliability was confirmed using quality control indices such as Krippendorff's alpha, Holsti coefficient, Scott’s Pi,
and Cohen’s Kappa, all indicating high inter-coder agreement. The resulting model captured multiple determinants of digital
asset pricing. Causal factors included emotional and psychological behaviors (e.g., fear of missing out, fear and greed), the
influence of news and media, and social association effects. Contextual factors encompassed uncertainty, ambiguity, and
market volatility. Strategic factors such as market trust and credibility, investors’ knowledge and awareness, and reference
points were identified. Core conditions included regulatory and legal environments, technological infrastructure, and
macroeconomic conditions. Consequences involved enhanced market transparency, analysts’ and advisors’ influence,
institutional and retail investor interactions, and the impact of past experiences on risk-taking. The proposed behavioral
finance-driven model demonstrates that digital asset pricing extends beyond classical economic frameworks, heavily shaped
by investor psychology and external information dynamics. The findings can guide investors toward more rational strategies
and support policymakers in creating effective regulations and safer decentralized financial ecosystems.
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Extended Abstract

Introduction

The rapid digital transformation of financial systems has fundamentally reshaped the landscape of asset pricing and
investment decision-making. Blockchain technology and the emergence of decentralized finance (DeFi) have challenged the
conventional intermediary-driven structure of financial markets, creating new opportunities and risks for investors (Adisa et
al.,, 2024; Muhammad, 2024). In contrast to traditional centralized frameworks, DeFi protocols enable peer-to-peer
transactions, smart contract execution, and open access to financial services. However, while these innovations democratize
finance and reduce costs, they also introduce volatility, limited regulation, and unique behavioral patterns among market
participants (Owolabi, 2024; Webb, 2024).

Traditional asset pricing models, such as the Capital Asset Pricing Model (CAPM) and the Efficient Market Hypothesis
(EMH), assume rational investors with access to complete information and stable cash flows. Yet, empirical evidence
increasingly indicates that these assumptions fail in emerging, high-volatility contexts such as digital asset markets (Ai et al.,
2023; Bennett, 2023). Behavioral finance (BeFi) has emerged as an essential paradigm for understanding how psychological
and cognitive biases shape asset values. Concepts such as loss aversion, overconfidence, herding behavior, and anchoring
reveal that prices are often driven by emotional and social dynamics rather than purely fundamental data (Lai, 2023;
Mohammad, 2023; Sood, 2023).

The current DeFi environment is particularly prone to these influences. News shocks, social media rumors, and “fear of
missing out” (FOMO) lead to impulsive decision-making and speculative bubbles (Bashiri Manesh & Shahnazi, 2022; Zare
Bahnamiri & Michaghani, 2023). Simultaneously, weak regulatory clarity and economic policy uncertainty amplify investor
anxiety and market fragility (Asiab Aghdam et al., 2022; Azadi et al., 2022; Hasanzadeh et al., 2023). The digitalization of
financial systems offers both protective and destabilizing potential: while enhanced data transparency and advanced analytics
can mitigate crash risk, rapid technological evolution without proper investor education or governance may accelerate price
collapses (Chen & Alexiou, 2025; Zhu et al., 2023).

Moreover, social and cultural aspects influence how individuals interact with these markets. Research shows that digital
literacy, financial knowledge, and cultural trust in technology significantly shape investment behaviors (Rahayu, 2023; Salim
et al,, 2023). Meanwhile, emerging economic phenomena such as fan-driven market enthusiasm have been found to
influence digital asset values, particularly non-fungible tokens (NFTs) and other socially powered assets (Zhang, 2025). These
insights underline the necessity of designing integrative models that combine technological, economic, and behavioral
perspectives to explain and predict digital asset pricing.

Despite growing international interest, localized studies focusing on how these behavioral and contextual dynamics
operate in markets with distinct regulatory and cultural settings—such as Iran and the Middle East—remain scarce. Regional
research has highlighted the prevalence of sentiment-driven pricing, lack of robust valuation frameworks, and heightened
susceptibility to panic and rumor cycles (Asiab Aghdam et al., 2022; Bashiri Manesh & Shahnazi, 2022). These gaps call for the
development of a comprehensive model grounded in real market experience and adapted to local conditions while leveraging
global behavioral finance theory (Ai et al., 2023; Bennett, 2023).

This study addresses this gap by constructing a behavioral finance-based pricing model for digital assets using grounded

theory. By integrating expert knowledge, real-world market dynamics, and key psychological triggers, the model provides a
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structured understanding of how investors evaluate and react to digital assets in uncertain, rapidly evolving decentralized
markets.

Methods and Materials

This study adopted a qualitative grounded theory approach to develop a conceptual model for digital asset pricing based
on behavioral finance. The research population consisted of 15 domain experts, including blockchain analysts, investment
consultants, DeFi developers, and professional investors with extensive experience in digital asset markets. Participants were
selected through purposive sampling to ensure maximum relevance and theoretical saturation.

Data collection involved semi-structured interviews supported by content analysis of technical reports, industry articles,
and discussions on digital asset forums and social networks. Interviews explored participants’ perceptions of risk, valuation
drivers, emotional triggers, and strategic responses in volatile markets. The data analysis followed the classical grounded
theory procedure: open coding to extract initial concepts, axial coding to organize relationships among categories, and
selective coding to integrate these into a unified theoretical model.

To validate the qualitative rigor, inter-coder reliability and consistency were assessed using statistical indices.
Krippendorff’'s alpha reached 0.88, Holsti’s coefficient 0.91, Scott’s Pi 0.75, and Cohen’s Kappa 0.80, all reflecting strong
agreement and methodological soundness.

Findings

The resulting model revealed five interconnected layers of factors shaping digital asset pricing.

1. Causal Factors: Investor emotional and psychological behaviors emerged as dominant drivers. Fear of missing out
(FOMO), fear and greed cycles, and decision-making under intense emotion were frequently observed. Media and news
effects—including rapid rumor dissemination, viral social content, and speculative narratives—proved highly influential.
Social association and collective behavior reinforced herd mentality and network-driven price shifts.

2. Contextual Conditions: High uncertainty, market ambiguity, and frequent extreme volatility characterized the digital
asset environment. Weak regulatory clarity, inconsistent policy signals, and economic instability contributed to unpredictable
pricing. Experts also cited sudden demand shocks and cyclical market swings as background risk factors.

3. Strategic and Intervening Mechanisms: Investor strategies, trust dynamics, and knowledge levels played critical roles
in mediating emotional effects. Experienced investors leveraged reference points such as historical price anchors or
comparisons with traditional assets to navigate decisions. Market trust—including confidence in exchange platforms, smart
contract security, and DeFi protocols—was vital for stability. Investor awareness of blockchain technologies and behavioral
finance concepts helped moderate panic reactions and enhance rational decision-making.

4. Core Environmental Conditions: The legal and regulatory ecosystem strongly influenced pricing. Absence of well-
defined rules or frequent policy shifts heightened risk perceptions and destabilized asset valuation. Conversely, robust
technological infrastructure, secure trading systems, and supportive digital environments fostered investor confidence.

5. Consequences: The model showed how these interacting dynamics impact market outcomes. Transparency in
decentralized markets can either attract participation or fail if undermined by misinformation. Analysts and informal advisors
significantly shaped investor sentiment and actions. Institutional and retail investor interplay affected liquidity and price
resilience. Finally, past experiences and individual risk tolerance influenced future strategies and reaction to market crashes.

Discussion and Conclusion
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The proposed model confirms that digital asset pricing is a multi-dimensional process deeply shaped by psychological and
social forces beyond classical economic theory. The strong role of emotions such as fear, greed, and FOMO aligns with
behavioral finance research showing that irrational sentiment frequently overrides fundamentals in emerging, high-volatility
markets (Mohammad, 2023; Sood, 2023). The finding that media and network effects accelerate price fluctuations reinforces
studies highlighting the critical influence of digital communication and social platforms on asset valuation (Owolabi, 2024;
Webb, 2024).

Moreover, the model underscores how regulatory ambiguity and macroeconomic instability exacerbate behavioral
distortions and price crash risk, echoing prior work on economic policy uncertainty and market fragility (Asiab Aghdam et al.,
2022; Azadi et al.,, 2022; Hasanzadeh et al., 2023). It also confirms that digital transformation, while providing data
transparency and advanced risk tools, can be double-edged: insufficient investor literacy and platform immaturity can amplify
rather than reduce volatility (Chen & Alexiou, 2025; Zhu et al., 2023).

The protective effect of investor knowledge and trust observed here is critical. Consistent with (Rahayu, 2023; Yin & Yang,
2022), financial literacy and understanding of blockchain mechanics empower investors to resist rumor-driven panics and
apply rational analysis. This finding emphasizes the strategic importance of education and transparent platform design for
stabilizing digital markets. Similarly, the identification of anchoring and reference-point bias resonates with the anchoring
literature, suggesting investors rely heavily on past prices and traditional benchmarks (Lai, 2023; Zhou et al., 2022).

Collectively, these insights contribute to filling a theoretical and practical gap in digital asset pricing. By systematically
integrating behavioral finance into the DeFi and digital asset space, the model extends beyond existing frameworks that
primarily emphasize technological and macroeconomic factors (Ai et al., 2023; Bennett, 2023). It provides a foundation for
designing predictive analytics, investor support systems, and policy interventions tailored to the psychological and structural
realities of decentralized markets.

In conclusion, this study highlights that pricing in decentralized digital markets is not merely a technical or economic
calculation but a behavioral ecosystem shaped by emotions, social networks, technological trust, and regulatory context.
Incorporating these elements into valuation and risk management frameworks is essential for both academic advancement

and the practical sustainability of digital finance.
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