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Abstract

The loss of investor confidence in financial markets can result in liquidity outflows and market collapse. Restoring investor trust requires
identifying the factors that have eroded trust. This research aimed to identify the factors influencing the decline of the Tehran Exchange Price
Index (TEPIX) in 2019 and the subsequent loss of investor confidence. Furthermore, it aimed to extract and prioritize solutions to restore
investor confidence. Expert interviews were conducted to collect data, which were then analyzed using thematic analysis. Friedman's non-
parametric test was utilized to prioritize the solutions. The study identified 26 significant factors contributing to the decline of the stock market
and the loss of investor confidence. These factors were categorized into 4 groups: macroeconomic governance, capital market,
macroeconomics, and media. Additionally, 27 solutions to restore investor confidence were identified within the same four categories.
According to the experts’ opinions, the most crucial solutions included preventing government intervention and non-expert comments by
government officials in the capital market, reforming the economic system to enhance economic stability, increasing transparency in
information and decision-making processes, and improving the performance of the Securities and Exchange Organization of Iran in detecting
and addressing violations.
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Introduction

Both legal and financial literature underscore the crucial role of the legal system and investors' rights in fostering and strengthening
financial markets (Fedotov & Levchenko, 2018). Establishment of trust among investors has long been a focal point for researchers,
regulatory bodies, market participants, and stakeholders in the securities market. Trust serves as a cornerstone for the proper functioning
of financial markets (Van Raaij, 2016). Investors rely on regulatory bodies to ensure that their investments operate within established
frameworks and that any misconduct is met with legal consequences. Moreover, trust in issuers and financial institutions is vital for
providing investors with accurate information and prioritizing their interests.

The fluctuations and downturn observed in Tehran Exchange Price Index (TEPIX) during 2020 have significantly eroded investors'
confidence in the reliability of the market as an investment avenue. This lack of trust has resulted in price declines and adverse
consequences. Merely relying on traditional financial solutions is insufficient to revitalize the market as evidenced by the aftermath of
the 2008 global financial crisis. It is clear that widespread investment will not occur until investor confidence is restored.

However, research on identifying the factors contributing to investor distrust and proposing solutions for trust restoration in Iran's
securities market is lacking. This study aimed to bridge this gap by addressing the 2020 market downturn and achieving the following
objectives: 1) ldentifying the factors that influence investors' distrust, 2) Proposing strategies to restore investors' trust, and 3)
Prioritizing the strategies for trust restoration.
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This study commenced with exploration of the theoretical foundations and previous research on trust and its mechanisms for
recovery in financial markets. Subsequently, the methodology for data collection and analysis was outlined. Finally, the findings
identified and prioritized the factors contributing to investor distrust and proposed corresponding strategies for trust restoration.

Materials & Methods

This study utilized a mixed-method approach, incorporating documentary analysis, semi-structured interviews, thematic content
analysis, and non-parametric Friedman statistical analysis. The objective was to include a comprehensive range of experts and
stakeholders from the securities market. The sampling procedure involved a combination of purposive and convenience sampling,
specifically targeting individuals with extensive market experience, advanced education in relevant fields, and holding managerial or
academic positions. The selection of participants also took into consideration experts' accessibility and willingness to participate.

Semi-structured interviews were conducted with the experts until theoretical saturation was achieved, resulting in a total of 14
interviews. The data relevant to the research were collected and analyzed using the Atreya-Sterling thematic network analysis approach
(2001). This method enabled the transformation of diverse and scattered data into comprehensive and detailed information (Braun &
Clarke, 2006). The Atreya-Sterling method is a widely employed coding approach in thematic analysis, encompassing 3 main
categories: basic themes, organizing themes, and global themes. Basic themes involve codes and key points derived from the text
through a thorough review. Organizing themes are generated by combining and summarizing the basic themes, while global themes
represent overarching themes within the text.

Following the interviews, a survey was conducted using a questionnaire developed based on the earlier identified themes. The
questionnaire was administered to the same 14 experts. The non-parametric Friedman test implemented through SPSS software was
utilized to prioritize the proposed solutions.

In qualitative research, ensuring theoretical saturation is crucial for establishing validity. This study employed the descriptive
validity method to enhance credibility by accurately describing events. Increasing the number of interviewees and ensuring agreement
on event descriptions further strengthened the validity of the study. By incorporating auditing mechanisms, reproducibility of the
research findings could be ensured when the study was replicated. Meticulous data collection procedures allowed for result replication
through the analysis of the available data.

Findings

In this section, we analyze the themes derived from interviews with capital market experts to identify the factors influencing the
erosion of investor confidence following the market crash in August 2020. Through thematic analysis, we identified 26 distinct themes,
which were subsequently organized into four overarching categories. Following the identification of factors contributing to the erosion
of investor confidence, interviews were conducted with capital market experts to explore strategies for restoring that confidence. The
interviews underwent thematic analysis, leading to the identification of 26 organizing themes, which were subsequently categorized
into four overarching themes: macroeconomic governance, capital market, macroeconomics, and media.

Discussion & Conclusions

The objective of this study was to identify the factors contributing to the stock market crash and investor distrust in 2020. These
factors were categorized into 26 themes across 4 main categories: macro-governance, capital market, macroeconomics, and media.
Additionally, the experts assisted in extracting 26 solutions, which were further classified under the same themes and their priorities
were determined using the Friedman test. The experts emphasized the importance of solutions related to macroeconomic governance
and the capital market in rebuilding investor trust. The key solutions included preventing government intervention, improving economic
stability, and enhancing information transparency.

While short-term solutions, such as supportive policies and changing investor perceptions, limited effectiveness, the study
highlighted the significance of implementing fundamental long-term measures to prevent future market instabilities, underscoring the
importance of macroeconomic governance. Furthermore, the study suggested that focusing solely on regulatory solutions might not be
sufficient to fully restore investor confidence. It was crucial to leverage communicative strategies, supportive actions, and media
influence to modify perceptions and enhance the overall image of the market. For future research, it will be valuable to investigate the
implementation of the proposed solutions, examine market bubbles, and develop methods for measuring investor confidence.
Additionally, conducting a comprehensive study on the factors contributing to market bubbles, particularly analyzing the experience
of the 1399 bubble, can provide significant insights. Exploring various approaches to measuring investor confidence in the stock market
will also be a fruitful area of investigation.
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