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Abstract

In capital markets, investment decisions are influenced by a wide range of factors,
each playing a distinct role in shaping investors' decision-making processes. This study
aims to examine the effects of fundamental factors (at both macroeconomic and market
levels), technical factors, and behavioral factors on investors’ trading decisions in the
Tehran Stock Exchange using monthly data from 2019 to 2023. The tesearch
methodology is based on the Vector Error Correction Model (VECM). The results of
the cointedgtau'on test indicate that in the long run, the behavioral factor (fear and greed
index) and the market-level fundamental factor (price-to-earnings ratio) exert a negative
impact on investor decisions, whereas the macroeconomic fundamental factor
(exchange rate) has a positive effect. The technical factor (relative strength index) was
found to be statistically insi%ﬂﬁcant. Furthermore, the impulse response function
revealed that short-term shocks from behavioral, fundamental, and technical variables
strongly influence investor decisions, with the effect of market fundamentals being
considerably more pronounced than that of other variables. The vatiance
decomposition results also showed that in the early periods (short term), behavioral
factors exert the most significant influence on fluctuations in investor decision—makiﬁ.
However, as time progresses (lor1§ term), the influence of market fundamentals
becomes increasingly prominent. Additionally, technical factors played the least role in
explaining these fluctuations, both in the short and long term.
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