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Abstract:

The objective of this study is to examine how financial literacy and susceptibility to interpersonal influence shape objective-
oriented investment behavior through cognitive, motivational, and behavioral mechanisms. This applied, descriptive—survey
study was conducted among individual investors in Iran’s capital market with at least two years of continuous investment
experience. A convenience sampling method was used, and 369 valid questionnaires were collected. Standardized
instruments were employed to measure financial literacy, susceptibility to interpersonal influence, financial self-efficacy, risk
attitude, disposition effect, and objective-oriented investment behavior. Data were analyzed using structural equation
modeling (SEM) with Smart-PLS. The results indicated that financial literacy has both direct and indirect significant effects on
objective-oriented investment behavior, mediated by enhanced financial self-efficacy and reduced disposition effect.
Susceptibility to interpersonal influence negatively affected the disposition effect and positively influenced objective-oriented
investment behavior. Financial self-efficacy showed a positive direct effect on objective-oriented behavior and a negative
effect on the disposition effect. Risk attitude did not exhibit a significant mediating effect; however, its moderating role in
the relationship between financial literacy and investment behavior was confirmed. Model fit indices (R? and Q2
demonstrated satisfactory explanatory and predictive power. Financial literacy, interpersonal influence susceptibility,
financial self-efficacy, and behavioral biases collectively shape objective-oriented investment behavior. Enhancing financial
knowledge alone is insufficient; psychological and behavioral characteristics of investors must also be integrated into
interventions and policy designs.
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interpersonal influence.
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Extended Abstract

Introduction

Understanding how individual investors make purposeful, goal-oriented financial decisions has become a central theme
in behavioral finance, particularly as modern financial markets increasingly expose investors to complex informational,
emotional, and social influences. Research has consistently shown that investment behavior is not solely driven by rational
utility maximization; instead, it reflects the interaction of cognitive capacity, financial knowledge, psychological
predispositions, and susceptibility to social cues (Rastogi & Gupta, 2020). One of the most prominent cognitive determinants
of investment quality is financial literacy, which plays a substantial role in shaping individuals’ ability to evaluate financial
information, manage risks, and align investment choices with long-term financial goals (Mirmohammadi Sadrabadi &
Shakerian, 2019). Numerous studies have demonstrated that higher financial literacy improves financial decision-making,
partly by fostering financial self-efficacy and reducing behavioral biases (Farrokhbakht Fimani & Ahmadzadeh, 2021; Liu &
Zhang, 2021).

In addition to conventional financial literacy, recent scholarship has emphasized the importance of contextual financial
knowledge. For instance, the concept of Islamic financial literacy highlights culturally embedded understandings of risk,
investment, and ethical constraints, which can significantly alter how individuals interpret financial opportunities (Dinc et al.,
2021; Dinc et al., 2023). These insights are particularly relevant in environments where religious sentiment and socio-cultural
norms strongly influence financial behavior, as demonstrated in Pakistan by Shah et al. (Shah et al., 2024). As such, examining
financial literacy within the context of markets that are shaped by strong cultural and religious frameworks —such as Iran—
is not only timely but necessary for capturing the nuances of investors’ decision processes.

Alongside cognitive determinants, behavioral biases—especially the disposition effect—have long been recognized as
barriers to optimal investment behavior. The disposition effect, defined as the tendency to sell winning stocks too early while
holding losing stocks too long, is one of the most pervasive biases affecting retail investors. Studies have revealed that it can
be shaped or intensified by social and contextual forces. Heimer’s influential work demonstrated that peer interaction
amplifies the disposition effect as investors seek to present themselves as competent and profit-generating to peers (Heimer,
2016). However, contrasting evidence suggests that social interaction may also mitigate this bias by facilitating knowledge
sharing, promoting learning, and encouraging more rational trading strategies (Jin et al., 2021). Jabr and Rai similarly showed
that social trading platforms can systematically influence the disposition effect through digital social imitation structures (Jabr
& Rai, 2022). These conflicting findings indicate a need for empirical clarification—particularly in under-studied markets.

Susceptibility to interpersonal influence emerges in this context as a critical psychological construct. It refers to the degree
to which investors allow peers, family members, or social networks to shape their financial attitudes and behaviors.
Valcanover et al. demonstrated that susceptibility to interpersonal influence significantly affects risk tolerance and behavioral
biases among Brazilian investors (Valcanover et al., 2024). Likewise, Bhutto and colleagues found that social herding,
disposition bias, and dividend perceptions jointly influence investment patterns, indicating multilayered linkages between
social influence and investor behavior (Bhutto et al., 2024). Despite growing evidence, the specific pathways through which
interpersonal influence interacts with financial literacy, disposition biases, and goal-oriented investment behavior remain

insufficiently mapped—especially in culturally religious environments.
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A further component of behavioral investment is financial self-efficacy. Investors who believe in their capability to manage
financial situations tend to demonstrate more rational decision-making and are less vulnerable to emotional biases. Tang et
al. identified financial self-efficacy as a significant mediator between cognitive flexibility and the disposition effect (Tang et
al., 2019), indicating its centrality in behavioral correction. Supporting this, Aghajani et al. found that self-efficacy mediates
the relationship between behavioral types and investment decision-quality among Iranian investors (Aghajani et al., 2020).

Risk attitude is also an essential determinant of investment behavior. It shapes not only portfolio choices but also
moderates the influence of financial literacy, emotional stability, and savings motives on financial outcomes. Kim et al.
highlighted meaningful demographic and ethnic variations in risk preference formation (Kim et al., 2021). Similarly, Vieira et
al. demonstrated how external shocks such as job instability influence financial well-being and risk-related decisions (Vieira
et al.,, 2021). Yang et al. recently emphasized that financial literacy and risk attitude jointly affect asset allocation among
elderly investors, suggesting an interactive rather than isolated influence (Yang et al., 2024). Despite this, empirical evidence
regarding whether risk attitude acts as a mediator or moderator within broader behavioral frameworks remains mixed.

Finally, context-specific empirical findings highlight the importance of examining investor behavior within distinct market
conditions. Eyvadli et al. showed that Iranian investors exhibit a strong disposition effect influenced by timing strategies and
market-entry patterns (Eyvadlu et al., 2024). Bannafi et al. further demonstrated the prevalence and complexity of behavioral
biases within Iranian financial decision systems (Bannafi et al., 2023). These observations collectively underscore the necessity
for research that integrates cognitive, behavioral, motivational, and social dimensions to explain goal-oriented investment
behavior in Iran.

In light of the above, this study aims to examine how financial literacy and susceptibility to interpersonal influence affect
objective-oriented investment behavior, while considering the mediating and moderating roles of financial self-efficacy,
disposition effect, and risk attitude.

Methods and Materials

This study employed a quantitative, descriptive-survey design targeting individual investors active in Iran’s capital market
with a minimum of two years of trading experience. A convenience sampling approach was used, resulting in 369 valid
responses. Standardized scales measured financial literacy, susceptibility to interpersonal influence, risk attitude, financial
self-efficacy, disposition effect, and objective-oriented investment behavior. Data were analyzed using structural equation
modeling (SEM) with Smart-PLS. Bootstrapping tests assessed the significance of direct, indirect, and moderating effects.
Model fit was evaluated using R?, Q?, and factor-loading diagnostics.

Findings

Results revealed that financial literacy exerted a strong positive direct effect on objective-oriented investment behavior.
It also demonstrated significant indirect effects through increased financial self-efficacy and reduced disposition effect.
Susceptibility to interpersonal influence showed two distinct effects: a positive direct effect on objective-oriented behavior
and a negative indirect effect on the disposition effect. Financial self-efficacy was positively associated with objective-
oriented behavior and negatively related to the disposition effect. The disposition effect exhibited a significant negative
influence on objective-oriented investment behavior. Risk attitude did not have a meaningful direct or mediating effect in

the primary model; however, a significant moderating effect was observed on the relationship between financial literacy and
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objective-oriented behavior. Model diagnostics indicated strong explanatory power for key constructs, with R? values above
acceptable thresholds and satisfactory predictive relevance (Q3).

Discussion and Conclusion

The findings demonstrate that financial literacy is a fundamental driver of objective-oriented investment behavior,
operating both directly and through psychological mechanisms such as enhanced self-efficacy and reduced behavioral biases.
This aligns with prior research showing that informed investors exhibit stronger decision consistency and reduced
susceptibility to irrational patterns. The observed mediating role of self-efficacy reinforces its importance in transforming
financial knowledge into effective action. Similarly, the negative pathway linking financial literacy to disposition bias confirms
theoretical expectations in behavioral finance that education and cognitive skill reduce emotional distortions in trading
behavior.

Susceptibility to interpersonal influence showed a nuanced role, with social dynamics simultaneously guiding investors
toward goal-oriented behaviors while also shaping bias-related tendencies. The dual role is consistent with literature
suggesting that social influence can either correct or exacerbate behavioral distortions depending on context. In this study's
environment, interpersonal influence appears to play a corrective role by reducing disposition bias, possibly due to
knowledge-sharing norms among investor communities.

The strong negative effect of the disposition bias on objective-oriented behavior reaffirms its long-recognized role as a
major impediment to rational investment. This result is especially relevant given evidence of its prominence in Iranian
markets. The non-significant direct role of risk attitude suggests that its effects may surface primarily in interaction with other
variables rather than as an independent determinant.

Overall, the results support a multidimensional framework in which cognitive, motivational, behavioral, and social factors
jointly shape investment behavior. These insights contribute to the behavioral finance literature by offering an integrated

model tested within a culturally distinct market setting.
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