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Extended Abstract

Background and Purpose: Behavioral finance, recognized as the application of psychology
within finance, has emerged as a contemporary focal point, particularly in Iran, following the
precipitous decline of stock prices globally. Behavioral finance posits that investors, as human
entities, are not inherently governed by pure rationality; rather, their decisions and investment
outcomes are influenced by prevailing circumstances. Various factors contribute to rendering
these decisions seemingly irrational. Among these, psychological traits and personality
attributes stand out as pivotal elements impacting investment performance. This study aims to
explore the nexus between investor personality characteristics—specifically, responsibility,
neuroticism, adaptability, openness to experience, and extroversion—and investment
performance, with a particular focus on the mediating role played by psychological
characteristics, namely financial overconfidence and risk tolerance.

Methodology: The research method is applied in terms of purpose and descriptive and survey
in terms of nature. The statistical population includes investors participating in the Tehran
Stock Exchange in the year 1400. A sample of 387 individuals was randomly selected through
Cochran's formula. The research instrument comprises a questionnaire with 26 questions,
encompassing sections on financial overconfidence (four questions), Big Five personality
factors (14 questions), financial risk tolerance (four questions), and perceptual investment
performance (four questions). Face validity and construct validity, along with reliability,
confirmed the questionnaire's validity, the latter verified through Cronbach's alpha. Data
analysis is executed through structural equation modeling (SEM), specifically employing
confirmatory factor analysis.

Findings: Data analysis reveals a significant influence of personality traits on the perceptual
performance of investment. The study indicates a substantial connection between investors'
personality and their level of financial overconfidence, signifying a notable impact on
perceptual investment performance. Investors with heightened (diminished) financial
confidence demonstrate elevated (reduced) perceptual investment performance. Furthermore,
personality influences investment perception through the mediating factor of financial
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overconfidence. The research underscores the considerable effect of investors' personalities
on their financial risk tolerance, with those possessing elevated (lower) financial risk
tolerance exhibiting heightened (reduced) perceptual investment performance. Personality
shapes perceptual investment performance by impacting financial risk tolerance.

Discussion: Different personality traits and psychological characteristics play a pivotal role in
shaping trading performance. Individuals with different personality traits tend to exhibit unique
behaviors and adopt distinct trading strategies, resulting in divergent performances compared to
each other or relative to the market average. This variance can lead to either superior or inferior
performance in comparison to the market average. In the domain of behavioral finance, the
integration of cognitive psychology and personality psychology is essential, as these two
dimensions complement each other. Neglecting either dimension poses the risk of an
incomplete understanding of investors' behavioral patterns. To comprehensively assess real
investors' performance, it is imperative to consider both dimensions, providing a more holistic
framework. Human personality emerges as the primary determinant of behavior and
performance, offering insights into differences related to susceptibility to biases, trading style,
and behavior, consequently influencing trading performance. Understanding these effects
enhances the wealth and efficiency of investors in the capital market. Given the direct
connection between the capital market and the broader economy, such insights also generate
positive effects on societal economic dynamics. Therefore, it is recommended to incorporate
additional behavioral characteristics, including behavioral biases, for a thorough analysis of
investors' behavior and performance. Additionally, future research initiatives can explore
alternative personality models relevant to investors' performance, contributing to a deeper
understanding of the complex interplay between personality and trading outcomes.
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