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Highlights

e Proposes and develops a novel portfolio model for institutional investors tailored to

different financial markets.

e Identifies five key dimensions of institutional portfolio decision-making using the Delphi technique.

o Bxplainsthe hierarchical structure of portfolio components through | Structural ing (ISM).

e Empirically validates the proposed model using Structural Equation Modeling (PLS-SEM).
Abstract

The aim of the research was to design and evaluate the portfolio model of institutional investors in

different markets with a new approach. The research was conducted in an exploratory and survey
manner. Inthe qualitative part, the Delphi method was used, and in the quantitative part, the interpretive
structural model and structural equation methods were used. In the qualitative part, as well as the
interpretive structural model method, the population studied was managers and experts of Tehran
Stock Exchange member companies and faculty members in the field of financial management, 12 of
whom were selected using the available judgment sampling method. Using the library technique, the
components affecting the model were identified. First, the identified components were screened and
evaluated using the Delphi technique. Then, modeling was carried out using the Delphi method and
the interpretive structural method. The software used was EXCEL and MICMAC. The quantitative
population of Bahardar stock Exchange investors was an unlimited number of people, and 384 people
were selected as a sample using the Cochran formula. Based on a researcher-made questionnaire based
on qualitative analysis, data analysis was performed using coding and path analysis. Data analysis was
performed using coding and path analysis. Based on the sampling, the structural equation modeling
technique in SMARTPLS software was used to fit the proposed model. Based on the Delphi technique,
five main categories of factors were identified, including risk position, investment conditions, market
developments, financial planning, and profitability and sustainable growth. This hierarchy indicates a
logical and structural relationship between the effective variables in institutional investors' portfolio
management. Placing profitability and sustainable growth at the highest level indicates the priority of
economic returns for investors. While financial planning and market developments act as facilitators
of this goal. Finally, risk position and investment conditions play a fundamental role in this structure
as the basis for decision-making.
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Introduction

This study aims to design and evaluate a comprehensive and novel
portfolio model tailored specifically to institutional investors operating
across different financial markets. The motivation for this research arises
from the growing limitations of traditional portfolio optimization
models—most notably the Modern Portfolio Theory (MPT)—in
addressing the complex, dynamic, and multi-dimensional decision-making
environment faced by institutional investors. Unlike individual investors,
institutional investors manage large volumes of capital, operate under
regulatory and governance constraints, adopt long-term investment
horizons, and are accountable to multiple stakeholders. As a result, they
require a more structured, dynamic, and strategically grounded portfolio
framework.

While existing literature has largely focused on general or retail
investors and emphasized purely quantitative optimization techniques,
there remains a significant gap in developing an integrated and institution-
specific portfolio model that simultaneously incorporates risk positioning,
market dynamics, financial planning, investment conditions, and
sustainable profitability. This research addresses that gap by proposing a
multi-layered portfolio model grounded in both expert judgment and
empirical validation.

Methodology

The study adopts a mixed-methods research design, combining
qualitative and quantitative approaches to ensure conceptual depth and
empirical rigor.

In the qualitative phase, the Delphi method is employed to identify,
refine, and validate the key components influencing institutional portfolio
decisions. The expert panel consists of senior managers and financial
specialists from companies listed on the Tehran Stock Exchange, as well
as academic experts in financial management. Through iterative rounds of
expert consultation and consensus building, the study identifies five core
dimensions that shape institutional portfolio construction.

Following this, the Interpretive Structural Modeling (ISM) technique is
applied to analyze the causal relationships and hierarchical structure
among these dimensions. ISM enables the transformation of complex
interrelationships into a structured, multi-level model, clarifying which
factors act as foundational drivers and which represent strategic outcomes.

In the quantitative phase, the proposed conceptual model is empirically
tested using Structural Equation Modeling (SEM) with the Partial Least
Squares approach (PLS-SEM). Data are collected from a large sample of
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active stock market investors, selected using Cochran’s sampling formula
to ensure statistical adequacy. A researcher-designed questionnaire—
derived directly from the qualitative findings—is used to measure latent
constructs and validate the model’s reliability, convergent validity, and
discriminant validity.

Results

The findings confirm the existence of five interrelated and statistically
significant components forming the institutional portfolio model:

1. Risk Positioning

2. Investment Conditions

3. Market Developments

4. Financial Planning

5. Profitability and Sustainable Growth

The ISM analysis reveals a clear hierarchical structure among these
components. Profitability and sustainable growth emerge at the highest
level, representing the ultimate strategic objective of institutional
investors. This reflects the priority placed on long-term value creation
rather than short-term speculative gains.

At the intermediate level, financial planning and market developments
function as facilitating mechanisms. Financial planning provides the tools
for capital allocation, performance monitoring, and strategic alignment,
while market developments—including technological innovation,
macroeconomic shocks, and policy changes—shape the investment
environment and require adaptive decision-making.

At the foundational level, risk positioning and investment conditions
serve as the core decision-making infrastructure. These factors determine
the institution’s risk tolerance, regulatory compliance, governance
capacity, liquidity considerations, and organizational readiness. Without a
robust foundation in these areas, higher-level objectives cannot be
achieved effectively.

Empirical results from SEM confirm that all hypothesized relationships
between model components are statistically significant, with strong factor
loadings and acceptable reliability and validity indices. The findings
demonstrate that institutional portfolio performance is not driven by
isolated variables but by a systematic interaction of strategic, financial, and
environmental factors.

Conclusion
Overall, this research proposes and validates a novel, multi-dimensional
portfolio model that reflects the unique characteristics and strategic
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priorities of institutional investors. By combining qualitative insight,
structural modeling, and empirical validation, the study offers a robust
framework that enhances both academic understanding and practical
portfolio management. The model emphasizes that sustainable profitability
is achieved not merely through return maximization, but through a
carefully structured alignment of risk, market awareness, financial
planning, and institutional capabilities.
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