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Abstract

Purpose: One of the aspects that can affect how people react to investment risk in the
decision-making process is their psychological structure, and investors' decision-making is
affected by many cognitive biases. Since there are many uncertainties in the decision-
making process, risk is inherently involved in every decision, and for investors who are
affected by cognitive biases, the intensity of its effect is much lower. For this reason, the
purpose of the present study is to study the moderating role of financial risk appetite in the
effect of cognitive biases on individual investors' decisions.

Method: The statistical population of the study includes individual investors in the Tehran
Stock Exchange, the research data collection period is the first 6 months of 2024, and the
research sample includes 384 individual stock investors selected based on the random
sampling method. The data collection tool is a standard questionnaire, and partial least
squares structural equation modeling (PLS-SEM) has been used to statistically analyze the
research data.

Findings: According to the research findings, financial risk appetite plays a role in
moderating the effects of cognitive biases of overconfidence, accessibility, anchoring, and
agency on individual investors' decisions, but it does not play a role in moderating the effect
of gambler's fallacy bias on individual investors' decisions.

Conclusion: The results of this study can be effective in understanding academics,
researchers, professionals, and financial advisors about the role of financial risk appetite in
moderating the effect of behavioral biases on individual investors' decisions and help
individual investors exploit critical behavioral aspects in financial markets in order to
prevent unwanted investment losses and manage financial risk.
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