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Abstract:

This study aims to identify the key factors influencing investors' decision-making through qualitative financial data analysis. A qualitative
research approach with directed content analysis was employed. Data were collected through semi-structured interviews with 21 active
investors in Tehran’s financial markets. Participants were purposefully selected, and interviews continued until theoretical saturation was
achieved. Data analysis was conducted using NVivo software and a three-stage coding process (open, axial, and selective coding). The
results revealed that investors’ decision-making is influenced by three main categories: psychological factors, financial information factors,
and environmental and organizational factors. In the psychological domain, cognitive biases, emotions, and risk perception played
significant roles. Regarding financial information, transparency in financial reporting, data quality, and sources of financial information
impacted decision-making. Additionally, in the environmental and organizational dimension, economic conditions, regulations,
macroeconomic policies, and investment culture were identified as key influential factors. The findings indicate that a combination of
psychological factors, financial information, and environmental conditions shapes investors’ decision-making. Enhancing investors’
awareness of cognitive biases, improving financial information transparency, and ensuring economic policy stability can lead to more

optimal decision-making in financial markets.
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Extended Abstract

Introduction

Investment decision-making is a complex process influenced by various psychological, informational, and environmental
factors. Financial markets are inherently uncertain, and investors often face challenges in making rational decisions due to
cognitive biases, emotional responses, and limited access to high-quality financial information. Traditional economic theories,

such as the efficient market hypothesis (Fama, 1970), assume that investors act rationally and that market prices fully reflect
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all available information. However, behavioral finance research has demonstrated that psychological biases and irrational
behavior significantly influence financial decision-making (Kahneman & Tversky, 1979).

One of the fundamental aspects affecting investors' decision-making is cognitive biases. Investors frequently rely on
heuristics, leading to biases such as overconfidence, anchoring, and confirmation bias. These biases often result in suboptimal
investment decisions, as investors tend to overweight recent information and discount long-term fundamentals (Barberis,
Shleifer, & Vishny, 1998). Emotional factors also play a critical role, as fear, excitement, and risk perception influence
investment behavior. Studies suggest that investors tend to overreact to market fluctuations, leading to herd behavior and
irrational trading patterns (Lo, 2005).

Beyond psychological factors, financial information quality and transparency significantly impact investment decisions.
Access to reliable and timely financial data allows investors to evaluate risks more effectively and make informed decisions.
However, issues such as incomplete disclosure, information asymmetry, and the dissemination of misleading reports can
create uncertainty and reduce market confidence (Fama, 1970). In the digital age, investors rely on multiple sources of
financial information, including social media, professional analysts, and financial news websites, which can further complicate
decision-making due to the prevalence of biased or conflicting information (Barberis et al., 1998).

Finally, environmental and organizational factors, such as economic conditions, political stability, and regulatory
frameworks, also shape investment decisions. Economic variables like inflation, interest rates, and exchange rate volatility
influence investor confidence and portfolio allocation. Similarly, political and regulatory uncertainties introduce risks that
may deter investment activities (Lo, 2005). Cultural and social influences further contribute to investment behavior, as
individuals often follow group norms and collective decision-making patterns.

Given these complexities, understanding the interaction between psychological, informational, and environmental factors
is crucial for developing strategies to enhance investment decision-making. This study employs a qualitative research
approach to explore how these elements interact and shape investor behavior.

Methods and Materials

This study utilized a qualitative research approach based on directed content analysis to investigate the factors influencing
investment decision-making. The data collection process involved conducting semi-structured interviews with 21 active
investors in Tehran’s financial markets. Participants were selected using a purposive sampling method, ensuring that they
had substantial experience in financial markets. The interviews continued until theoretical saturation was achieved, meaning
that no new themes or insights emerged from additional interviews.

To analyze the data, a three-stage coding process was employed, including open coding, axial coding, and selective coding.
The transcripts were first analyzed to identify initial codes related to investment decision-making. These codes were then
grouped into broader categories and subcategories, highlighting the relationships between various influencing factors. The
final stage involved the development of core themes, representing the primary drivers of investment decisions. NVivo
software was used to facilitate the systematic coding and organization of qualitative data.

Findings

The findings of this study revealed that investment decision-making is influenced by three primary factors: psychological
factors, financial information-related factors, and environmental and organizational factors.

1. Psychological Factors
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o

Cognitive Biases: Investors exhibited common biases such as overconfidence, confirmation bias, and
anchoring. These biases led to systematic errors in investment decisions, where investors relied too heavily
on past experiences or personal beliefs rather than objective financial analysis.

Emotional Responses: Fear of losses, excessive optimism, and impulsive decision-making were recurring
themes. Investors reported that market fluctuations triggered emotional reactions, often leading to
premature selling or buying decisions.

Risk Perception: Individual risk tolerance varied based on previous investment experiences. Some investors
displayed a strong aversion to losses, while others exhibited risk-seeking behavior, especially in speculative

investments.

2. Financial Information-Related Factors

o

Transparency and Quality of Information: Investors emphasized the importance of accurate and timely
financial reports in decision-making. Misinformation, incomplete disclosures, and data manipulation were
identified as major concerns.

Sources of Financial Information: Investors relied on a combination of official financial reports, analyst
recommendations, online financial platforms, and social media. However, the reliability of these sources
varied significantly, with some investors expressing concerns about biased or misleading information.
Financial Analysis Tools: Many investors used technical and fundamental analysis to guide their decisions,
but the effectiveness of these methods depended on their ability to access and interpret financial data

accurately.

3. Environmental and Organizational Factors

o

Economic Conditions: Fluctuations in inflation rates, interest rates, and exchange rates were cited as key
determinants of investment behavior. Investors adjusted their strategies based on macroeconomic trends
and monetary policies.

Regulatory and Political Factors: Changes in financial regulations, tax policies, and political instability were
major sources of uncertainty. Many investors reported that abrupt regulatory changes influenced their
willingness to invest.

Cultural and Social Influences: Group behavior and social networks played a significant role in investment
decisions. Some investors admitted to following market trends based on peer recommendations or social

influences rather than independent analysis.

Discussion and Conclusion

The results of this study demonstrate that investment decisions are not solely based on rational financial analysis but are

significantly influenced by psychological biases, emotions, and external environmental factors. Investors frequently rely on

heuristics and subjective judgments, which can lead to systematic decision-making errors. This finding aligns with behavioral

finance theories, which suggest that individuals deviate from rational decision-making due to cognitive limitations and

emotional responses.

The role of financial information transparency and data quality was another critical finding of this study. Investors

emphasized the need for accurate, timely, and unbiased financial reports to make informed decisions. The presence of
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information asymmetry and misleading financial disclosures created uncertainty and mistrust in the market. This suggests
that improving financial reporting standards and increasing regulatory oversight could enhance market confidence and
reduce investor uncertainty.

Moreover, economic and political factors played a fundamental role in shaping investment strategies. Macroeconomic
conditions such as inflation and exchange rate volatility influenced investor confidence and portfolio allocation. Regulatory
and policy changes also introduced unpredictability, making it challenging for investors to plan long-term financial strategies.
Given these challenges, policymakers should focus on maintaining economic stability and transparent financial regulations to
support investor confidence.

The findings also highlighted the significant role of cultural and social influences in investment decision-making. Investors
frequently relied on group behavior, peer recommendations, and social networks, often leading to herd behavior in financial
markets. This suggests that financial literacy programs should focus on encouraging independent analysis and critical thinking
among investors to reduce reliance on social influences.

In conclusion, this study underscores the multifaceted nature of investment decision-making, where psychological,
informational, and environmental factors interact to shape investor behavior. Recognizing and addressing these factors can
lead to better decision-making strategies, more stable financial markets, and improved investor confidence. Future research
should explore the impact of emerging technologies, such as artificial intelligence and big data analytics, on investment

behavior to further understand how digital advancements influence financial decision-making.
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