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Abstract:

The objective of this study is to identify the key factors influencing the financial behavior of investors in emerging markets using a qualitative
approach. This research was conducted using a qualitative research method with a qualitative content analysis approach. Data were
collected through semi-structured interviews with 31 active investors in emerging markets in Tehran. Purposive sampling was applied, and
interviews continued until theoretical saturation was reached. The collected data were analyzed using NVivo software through open, axial,
and selective coding techniques. The findings revealed that investors' financial behavior is influenced by four main categories: individual
factors, market-related environmental factors, organizational and managerial factors, and the impact of emerging technologies. Among
individual factors, psychological traits such as financial confidence, financial knowledge, and investment experience played a crucial role.
Regarding environmental factors, market volatility and economic and political uncertainties had the most significant impact on investors'
decisions. At the organizational level, financial reporting transparency and incentive policies influenced investor trust. Additionally, the use
of emerging technologies such as artificial intelligence and big data analysis improved financial decision-making. This study demonstrated
that a combination of individual, environmental, organizational, and technological factors contributes to shaping investors' financial
behavior in emerging markets. Understanding these factors can help policymakers and financial managers develop optimal strategies to

reduce investment risks and enhance investor confidence.
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Extended Abstract

Financial behavior in emerging markets has gained increasing attention in recent years due to the complexity and volatility
inherent in these economies. Emerging markets are characterized by high levels of uncertainty, rapid economic transitions,
and regulatory inefficiencies, which influence investor decision-making processes (Bekaert & Harvey, 2000). Unlike developed
markets, where financial structures and regulations are relatively stable, emerging markets exhibit characteristics such as

extreme price fluctuations, unpredictable political shifts, and underdeveloped financial infrastructures that create unique
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challenges for investors (La Porta et al., 1998). Understanding the financial behavior of investors in such markets is crucial for
financial policymakers and market participants, as these behaviors shape investment trends, capital flows, and overall
economic stability (Guiso et al., 2008).

Individual characteristics play a significant role in financial decision-making. Research has indicated that psychological
factors such as overconfidence, risk tolerance, and cognitive biases significantly affect investment choices (Tversky &
Kahneman, 1992). Investors with higher financial confidence tend to take greater risks, often leading to suboptimal decision-
making (Barber & Odean, 2001). Additionally, financial knowledge and education are critical determinants of investment
behavior, as higher financial literacy is associated with more rational and calculated investment strategies (Lusardi & Mitchell,
2014). Similarly, an investor’s experience and past exposure to market fluctuations influence their decision-making process.
Those with extensive experience in financial markets are generally better equipped to handle uncertainty and exhibit less
emotional reactivity to market changes (Shefrin & Statman, 2000).

Market conditions in emerging economies also significantly impact investment behavior. Investors in these markets
frequently respond to economic volatility and political instability by adopting short-term, defensive investment strategies
(Shiller, 2003). Studies have shown that investors in high-volatility environments are more prone to herd behavior, where
investment decisions are based on market trends rather than fundamental financial analyses (Bekaert & Harvey, 2000).
Furthermore, institutional weaknesses, such as poor financial transparency, weak regulatory enforcement, and corruption,
erode investor confidence and exacerbate risk-averse behavior (Djankov et al., 2008). Consequently, market inefficiencies in
these economies contribute to irregular investment flows and higher perceived risks among investors (Pagano & Volpin,
2005).

Organizational and managerial factors also play a crucial role in shaping investor behavior. Companies with high levels of
financial transparency and strong governance structures tend to attract more investors, as they provide a greater sense of
security and reliability (Bushman & Smith, 2001). Moreover, corporate incentive structures, including executive
compensation and risk-taking policies, influence market perceptions and investor confidence (Jensen & Meckling, 1976).
Organizational culture within investment firms can also dictate the level of risk tolerance and the strategic direction of
investment decisions (Hofstede, 2001).

Emerging technologies are revolutionizing the financial industry, significantly altering investor behavior. The integration
of artificial intelligence and big data analytics into financial decision-making has enabled investors to process vast amounts
of information more efficiently, leading to more data-driven and objective investment choices (Brynjolfsson & McAfee, 2014).
However, concerns over financial cybersecurity remain a major challenge, as digital investment platforms are vulnerable to
fraud and data breaches, which can undermine investor confidence (Acquisti et al., 2016). The adoption of fintech solutions
in emerging markets is transforming traditional investment strategies by providing greater accessibility, efficiency, and
personalization in financial services (Guiso et al., 2008).

This study employed a qualitative research method with a content analysis approach to investigate the key factors
influencing financial behavior among investors in emerging markets. Data were collected through semi-structured interviews
with 31 active investors in Tehran’s emerging financial markets. Participants were selected through purposive sampling,

ensuring diversity in investment experience and market exposure. The interviews continued until theoretical saturation was
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reached. Data were analyzed using NVivo software, applying open, axial, and selective coding techniques to identify key
themes and patterns.

The findings of this study revealed that four primary categories influence investors’ financial behavior in emerging markets:
individual factors, market-related environmental factors, organizational and managerial factors, and emerging technologies.

Within the category of individual factors, investors’ financial confidence, risk perception, and cognitive biases played a
central role in shaping investment decisions. Participants with higher financial confidence exhibited greater risk tolerance,
often leading them to make aggressive investment choices. Financial literacy was another determinant, as investors with
more substantial financial knowledge demonstrated a preference for diversified portfolios and strategic risk management.
Investment experience also emerged as a key influence, with seasoned investors displaying a more analytical approach to
decision-making compared to less experienced counterparts.

Market-related factors exerted considerable influence over investment behavior. Participants cited market volatility as a
dominant concern, as sudden price fluctuations and economic downturns led to reactive decision-making. Political instability
was another critical element, as government policies, sanctions, and regulatory changes shaped investors’ long-term
outlooks. Transparency issues within financial markets were frequently mentioned, with several participants expressing
concerns over unreliable financial reporting and market inefficiencies.

At the organizational level, financial transparency and reporting practices emerged as key determinants of investor
confidence. Companies with clear, accurate, and timely financial disclosures were more likely to attract investment. Incentive
policies also played a role, with participants noting that firms offering performance-based incentives and well-structured
governance systems inspired greater trust. Organizational culture was another defining factor, as firms with risk-tolerant
leadership tended to engage in more dynamic and innovative investment strategies.

Emerging technologies had a significant impact on investment behaviors. Participants who used artificial intelligence and
big data analytics for financial decision-making reported more structured and evidence-based approaches to investment.
However, concerns over cybersecurity threats and fraud risk remained a persistent issue, with several participants expressing
hesitancy toward fully embracing digital investment platforms. Despite these concerns, the convenience and accessibility of
fintech services played a critical role in shaping modern investment behaviors.

The findings of this study suggest that financial behavior in emerging markets is shaped by a complex interplay of
psychological, economic, organizational, and technological factors. Investors with greater financial knowledge and experience
tend to exhibit more strategic and rational decision-making behaviors, whereas those with limited exposure to financial
markets often react impulsively to market fluctuations. Market conditions, including political instability and regulatory
inefficiencies, further exacerbate uncertainty, prompting investors to favor short-term, defensive investment strategies.
Institutional and organizational factors, particularly financial transparency and governance structures, influence investor
confidence and willingness to engage in market activities.

The integration of emerging technologies into financial decision-making has introduced both opportunities and challenges
for investors. While artificial intelligence and big data analytics enhance investment precision and efficiency, concerns over
cybersecurity and data protection remain a significant barrier to widespread adoption. As digital transformation continues to
reshape financial markets, understanding how investors adapt to technological innovations will be crucial for financial

institutions and regulators.
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The results of this study contribute to the broader understanding of financial decision-making in emerging markets by
highlighting the diverse range of factors that shape investor behavior. These insights have practical implications for
policymakers, financial institutions, and investors seeking to navigate the complexities of volatile markets. Addressing issues
related to financial transparency, market stability, and investor education can help create a more resilient and efficient
investment environment. Future research should further explore the role of technological advancements in financial
behavior, particularly the long-term effects of artificial intelligence and automation on investment strategies.
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