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Keywords mental and functional basis in investment, which, due to its integration with individual
characteristics in similar conditions, may result in noticeable differences in returns for
Risk tolerance, investors. The aim of this research is to evaluate the financial risk tolerance of investors in
mental stimuli, the capital market. The present research is qualitative and methodologically developmental,
behavioral stimuli, therefore text analysis processes were utilized to first identify research related to financial
cognitive attitude of the risk tolerance assessment and then determine its components and themes. Furthermore, a
market, Delphi analysis was used to determine the theoretical consensus boundary so that a
capital market. theoretical framework for the research could be presented thereafter. The results of the

study indicated the existence of two main components of cognitive and behavioral drivers of
financial risk tolerance of investors, identifying a total of 12 themes as the main components
of the research through two stages of Delphi analysis.
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Extended Abstract

traits on investment choices. This study aims to
Introduction evaluate the financial risk tolerance of investors in
the capital market, focusing on identifying the
psychological and behavioral drivers that shape
their decision-making processes. Given the diverse
perspectives and behaviors of individuals, this
research strives to establish a theoretical
framework that integrates these dimensions for
practical application in the Iranian financial
context.

* E-mail address: jdfooladi@gmail.com m

Financial risk tolerance is a crucial factor
influencing investment decisions, especially in
capital markets characterized by uncertainty and
volatility. Unlike traditional economic utility
theories, which emphasize rational decision-
making, modern behavioral finance highlights the
significant impact of psychological and behavioral
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Methodology

This research adopts a developmental and
qualitative approach, leveraging content analysis
and the Delphi method to explore the multifaceted
nature of financial risk tolerance.

e Content Analysis: A thorough review of
relevant literature was conducted to
identify primary themes and components of
financial risk tolerance. Text-mining
techniques, particularly latent Dirichlet
allocation (LDA), were employed to extract
significant co-occurring terms and themes
from a corpus of 33 related studies.

e Delphi Analysis: A panel of 13 financial
experts and academics was engaged to
reach a consensus on the identified themes
and components. Using a structured
iterative process, the Delphi method
facilitated the refinement of the theoretical
framework, ensuring alignment with
practical and academic perspectives.

e Sampling: Experts were selected using
purposive sampling, focusing on
individuals with substantial experience in
financial research and practice.

The methodology also included employing
supervised machine learning techniques to validate
findings and streamline the classification of
thematic data.

Results and Discussion

The study identified two primary drivers of
financial risk tolerance: psychological drivers and

behavioral drivers, each comprising several
dimensions.

e Psychological Drivers: These include
cognitive  attitudes  toward  market
dynamics, mental accounting, financial
intelligence, intuition, and stress

management. For instance, individuals with
higher financial intelligence and robust
stress management skills demonstrated
greater tolerance for risk.

e Behavioral Drivers: These encompass
decision-making  maturity, = emotional
regulation, market behavior analysis, and
reliance on collective intelligence. The
findings highlight that investors who
exhibit balanced emotional regulation and
collective intelligence in decision-making
processes achieve better risk-adjusted
returns.

Through the Delphi method, a total of 12 themes
were validated, reflecting the nuanced nature of
financial risk tolerance. Key dimensions like the
ability to analyze market returns and cognitive
attitudes toward investment horizons emerged as
critical predictors of risk behavior. Additionally,
cultural and demographic factors such as family
size, marital status, and socio-economic
responsibilities were found to modulate risk
tolerance levels significantly.

The results underscore the divergence between
theoretical constructs and real-world investor
behavior, as traditional portfolio optimization
models often fail to account for behavioral
anomalies and psychological biases. This gap
highlights the need for integrating behavioral
insights into financial decision-making
frameworks.

Conclusion

The study provides a comprehensive framework
for assessing financial risk tolerance by
synthesizing  psychological and behavioral
dimensions. By employing advanced qualitative
and quantitative methodologies, the research
bridges the gap between theoretical models and
practical applications. This framework not only
aids financial advisors in crafting personalized
investment strategies but also contributes to
enhancing investor education and risk management
practices. Future research could explore the
application of this framework in diverse financial
environments and its integration with quantitative
risk assessment tools. Additionally, longitudinal
studies are recommended to analyze the evolving
nature of risk tolerance in response to
macroeconomic and personal changes.
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