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Abstract:

This study aimed to examine the impact of psychological factors (risk-taking, personality traits, and cognitive biases) and
financial factors (liquidity, return, inflation, and interest rate) on investor decision-making in competitive markets. The
research employed a descriptive—analytical design. Standardized questionnaires were distributed among 395 active investors
randomly selected from stock, gold, currency, and cryptocurrency markets. Data were analyzed using SPSS and structural
equation modeling (SEM) through Smart PLS. Construct validity was confirmed via confirmatory factor analysis, and reliability
was ensured using Cronbach’s alpha. The results indicated significant relationships between psychological and financial
variables and investment decisions. Risk-taking moderated the effect of perceived liquidity on investment choices (=0.182,
t=2.212). Perceived asset return had a significant positive effect on investment in volatile markets (3=0.318, t=7.377). Among
financial factors, liquidity (f=0.293, t=6.741) and inflation (f=0.243, t=22.094) showed substantial impacts on investment
decision-making. The overall goodness-of-fit index (GOF=0.435) and SRMR=0.071 confirmed an acceptable model fit.
Collectively, the model explained 49% of the variance in investment decisions across competitive markets. The findings
highlight that investment decisions are not solely driven by economic conditions but are strongly influenced by investors’
psychological profiles. Understanding these interplays enables financial analysts and policymakers to design more effective
strategies to reduce risk and enhance rational investment behaviors.
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Extended Abstract

Introduction

Investment decision-making is a multifaceted process that involves not only rational economic calculations but also
psychological, emotional, and cognitive mechanisms that influence how individuals perceive risk and opportunity (Shefrin,
2007). Classical financial theories long assumed that investors act rationally, seeking to maximize returns and minimize risks
based solely on available information. However, developments in behavioral finance have revealed that investor decisions
are frequently shaped by biases, emotions, and personality traits rather than purely logical analysis (Pompian, 2018). These
insights have led to an increased focus on identifying how psychological and financial factors jointly determine investor
behavior in complex and competitive markets.

Recent studies emphasize that emotional states, heuristic judgments, and individual differences in personality significantly
affect the way investors interpret financial data and respond to market fluctuations (Bakar, 2016; Mahmood, 2024).
Behavioral biases such as overconfidence, optimism, loss aversion, and herding tendency often lead investors to deviate from
rational expectations, resulting in market inefficiencies (Qasim et al., 2019; Tversky & Kahneman, 1973). The role of
psychological constructs—particularly risk-taking, extroversion, neuroticism, and conscientiousness—has been widely
discussed as determinants of investment strategies and market behavior (Amiri & Hasani Yekta, 2020; Chauhan & Patel,
2024).

At the same time, economic conditions and financial variables like liquidity, inflation, and interest rates play a crucial role
in investment outcomes (Abdul Kareem, 2023; Raei & Fallahpour, 2014). For instance, higher liquidity levels increase investor
confidence and willingness to engage in high-risk markets, while rising inflation tends to redirect capital toward tangible
assets such as gold and real estate (\Viahmood, 2024; Tajmirriahi & Dezhdar, 2017). The interaction between psychological
predispositions and financial conditions has thus become a key field of inquiry within behavioral finance (Spytska, 2024).

According to (Pahri et al., 2023) and (Haidari, 2023), behavioral factors like emotions and cognitive biases can amplify or
mitigate the effects of financial signals, particularly under uncertain market conditions. Extroverted investors, for example,
may rely more heavily on social cues and collective sentiment when making financial decisions (Shahabuddin & Ali, 2024),
whereas introverted and risk-averse individuals tend to favor stable, long-term investments (Chauhan & Patel, 2024).
Moreover, studies by (Belokurows, 2021) and (Bogunjoko, 2022) show that personality-driven reactions to risk can lead to
markedly different responses to identical market stimuli.

The rise of technology and digital trading platforms has added further complexity to this dynamic. In the modern
investment landscape, algorithmic recommendations, online forums, and Al-based analytics affect investor confidence and
decision-making speed (Panwar et al., 2025). However, overreliance on digital signals can create new forms of bias, such as
algorithmic overtrust, which replaces human reasoning with blind dependence on automated suggestions. Simultaneously,
financial transparency and timely information disclosure have been found to improve decision quality and reduce impulsive
trading behaviors (Heidari & Mashayekh, 2025).

Overall, research indicates that investment decisions are the product of both internal psychological states and external
financial circumstances. Understanding these interrelations provides valuable insights for financial institutions, policymakers,

and individual investors seeking to enhance decision quality in volatile markets (Ghelichi et al., 2016; Rezaeian & et al., 2019).
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Accordingly, this study aims to investigate how psychological and financial factors collectively shape investor decision-making
in competitive markets such as the stock exchange, gold, currency, and cryptocurrency sectors.

Methods and Materials

This study employed a descriptive—analytical design. Data were collected using a standardized questionnaire that included
measures for psychological variables (risk-taking, personality traits, and cognitive biases) and financial variables (liquidity,
return expectations, inflation, and interest rates). The population comprised active investors in multiple competitive
markets—namely stock, gold, currency, and cryptocurrency. Using random sampling, 395 participants were selected. Data
analysis was performed using SPSS and Smart PLS software to apply structural equation modeling (SEM). Reliability and
validity were confirmed through Cronbach’s alpha and confirmatory factor analysis (CFA).

The model assessed the direct and moderating effects of psychological and financial factors on investment decision-
making. Risk-taking and inflation were tested as moderating variables to determine how they influenced the relationship
between perceived liquidity, return expectations, and investment choices. The overall model fit was evaluated using
indicators such as R%, SRMR, and GOF indices.

Findings

Descriptive statistics showed that the majority of participants were male (55.5%), aged between 31 and 40 years (30.1%),
and held at least a bachelor’s degree (54%). Regarding financial engagement, 39% had 6—10 years of work experience and
37.7% reported monthly incomes between 31 and 40 million tomans.

The inferential analysis confirmed the reliability and validity of all constructs, with factor loadings above 0.70 and
composite reliabilities exceeding 0.80. The model demonstrated strong explanatory power, with an R? value of 0.492 for
investment decision-making, indicating that nearly 49% of variance in investment decisions was explained by the proposed
psychological and financial variables. The model’s overall goodness of fit was satisfactory (GOF = 0.435, SRMR = 0.071).

Structural path analysis revealed several significant relationships. Perceived liquidity had a positive and significant effect
on investment decision-making (B = 0.293, t = 6.741, p < 0.001), suggesting that investors who perceive assets as easily
tradable are more likely to invest in competitive markets. Similarly, perceived return expectations positively influenced
investment decisions (B =0.318, t =7.377, p < 0.001), indicating that higher anticipated returns motivate risk-taking behavior.

Risk-taking significantly moderated the relationship between perceived liquidity and investment decisions (B = 0.182, t =
2.212, p = 0.027) as well as between return expectations and investment decisions (f = 0.256, t = 5.208, p < 0.001). This
suggests that investors with higher risk tolerance are more inclined to invest aggressively when they expect higher returns or
perceive markets as liquid. Inflation also moderated the relationship between liquidity perception and investment decisions
(B =0.243, t = 22.094, p < 0.001), implying that inflationary pressures influence how investors allocate resources across
markets.

Overall, all hypotheses were supported, confirming that both psychological and financial factors significantly contribute to
shaping investor decision-making in competitive environments.

Discussion and Conclusion

The findings of this study provide strong empirical support for behavioral finance theory, which posits that investor
decision-making is driven by a complex interplay between rational and emotional forces. The evidence that risk-taking,

extroversion, and neuroticism influence investment preferences corroborates the idea that individual psychology underlies

Vay



ACCOUNTING, FINANCE AND COMPUTATIONAL INTELLIGENCE

much of financial behavior. Investors with greater risk tolerance exhibited a stronger propensity to engage in volatile markets
such as cryptocurrency and speculative equities, consistent with prior research suggesting that optimism and thrill-seeking
behavior drive high-risk investments.

The significant role of perceived liquidity and return expectations underscores that investors’ confidence in asset
convertibility and potential profitability are essential determinants of market participation. When assets are viewed as liquid
and returns are perceived as attractive, investors exhibit a willingness to embrace uncertainty, reinforcing prior literature on
the liquidity—risk—return nexus. Similarly, inflation emerged as a crucial contextual moderator, pushing investors toward
tangible assets during high-inflation periods. This behavioral adaptation reflects both emotional and cognitive responses to
perceived economic instability.

Risk-taking’s moderating role highlights that psychological resilience and tolerance for uncertainty magnify the effects of
financial perceptions on decision-making. Investors with high risk tolerance were more influenced by perceived opportunities
than by market volatility, suggesting that emotional confidence can amplify the impact of financial cues. Such behavior
explains why individuals with similar financial information may adopt vastly different investment strategies.

Furthermore, the study demonstrates that personality traits meaningfully predict investment styles. Extroverted investors
tend to follow collective market sentiment and rely on social validation, while conscientious investors prioritize long-term
stability and disciplined portfolio management. These behavioral distinctions help clarify the observed heterogeneity in
market dynamics and asset allocation patterns.

The findings also align with emerging evidence that digital transformation and Al-driven analytics are reshaping financial
decision-making. The increasing use of algorithmic tools provides investors with real-time insights but can also introduce new
biases by fostering overreliance on automated systems. This duality underscores the importance of maintaining human
judgment in technologically mediated investment contexts.

Taken together, the results affirm that investment decisions cannot be adequately explained through financial variables
alone. Instead, they are the outcome of intertwined psychological dispositions and external economic stimuli. Recognizing
these interdependencies is essential for developing effective investor education programs, improving advisory services, and
enhancing market regulation. The study’s findings also highlight the importance of behavioral training in finance to help

investors manage cognitive biases and emotional impulses, ultimately leading to more rational and stable financial markets.
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