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Abstract 

Optimal investment in today's competitive market requires wise investors' capital market 

decisions. This depends on identifying and prioritizing essential components influencing 

investor decision-making behavior. Accordingly, the present study aims to investigate the 

effect of mass media news on the decision-making styles (avoidant, dependency, spontaneous, 

intuitive, and rational) of investors in the Tehran Stock Exchange according to their degree of 

risk-taking. This research is experimental foundation research in terms of purpose, nature, and 

method of execution. It is a descriptive survey, also data were collected using a questionnaire 

in this study, and the questionnaire was distributed among investors selected through random 

sampling. The statistical population includes all investors with a stock code on the Tehran 

Stock Exchange. Structure equation modeling (SEM) was used to testing the research 

hypotheses. The results show that the mass media news have a positive and significant effect 

on avoidant, dependency, and spontaneous decision-making styles according to their degree of 

risk-taking. In contrast, it does not affect intuitive and rational styles according to their degree 

of risk-taking. 
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1. Introduction 

In recent years, finance has entered a new period of thought, criticizing some 

assumptions of modern economics and finance. One of the assumptions that have been 

seriously challenged is the rationality of investors, according to several studies. Nowadays, 

most investors claim that attitudes and psychological factors can be caused by market 

fluctuations compared to fundamental variables; therefore, in recent studies, behavioral 

finance has become more critical (Nikoomaram et al., 2012). 

One of the essential issues in behavioral finance is identifying important components 

influencing investors' decision-making behavior. Hence, numerous studies have been 

conducted on this issue after 1960. Nowadays, investors' decisions in financial markets can 

be based on intuition or trial, error, and experience. Also, sometimes behavior of investors 

may be in the form of crowdfunding or mass behavior. Massiveness in the financial market 

is caused by reasons, such as lack of information transparency, the cultural pattern of society, 

shallow stock market, and inefficiency of the financial market (Khoshnood, Vakilifard, and 

Foroghnejad, 2013). It can be said, one of the critical assumptions in an efficient market is 

that investors should react rationally to new information leading to making a wise decision. 

Moreover, some pieces of evidence show that investors are making a decision based on 

further information (Nikbakht and Moradi, 2005). 

 In the capital market, investors' decision has long relied on information 

intermediaries (e.g., financial advisors, financial analysts, credit rating agencies, and 

auditors) to acquire timely and value-relevant information related to the stocks prospective. 

However, over the past decade, we have witnessed an explosion in new sources of 

information that are easily accessible to stock market participants. With the rise of the 

internet, investors are increasingly relying on social media for up-to-date information, leading 

to wise decisions. Through social media, timely information about stocks is available, and 

investors can conveniently exchange their views, which ultimately leads to optimal 

investment (Miller and Skinner, 2015). Information technology imposes a transformative 

impact on the information environment of stock markets from three aspects:1) The 

application of information by investors to make wise decisions; 2) The participation of media 

and other information intermediaries (Lee, Hutton, and Shu, 2015); 3) The ways for investors 

to obtain and interpret information (Drake, Roulstone, and Thornock, 2012). In recent years, 

various social media has emerged as essential information media. The news and comments 

posted on social media make up for the lack of timeliness and feedback in traditional media. 

With the rise of social media, a complete dissemination chain of financial information 

generation and disseminations has been formed. As a result, the market participants have 

undergone significant changes in learning cognitive habits, behavioral patterns, risk control, 

and even the pricing law of financial assets (Larcker, So, and Wang, 2013). Social media has 

been proven to affect financial markets and other economic activities (Chen et al., 2014). In 

stock markets,  social media enrich the channels for listed companies to release information 

timely and expand the ways for investors to obtain information conveniently (Li et al., 2021). 

However, most studies mainly emphasize the application of social media and rarely 

pay attention to the function of social media, especially for the timely use of information in 

various decision-making situations in financial markets. The appropriate employment of 

social media can significantly improve the ability of investors to access information and, 

therefore, effectively reduce information asymmetry. The intriguing question of "how the 

volume of appropriate information between investors on social media affects market 

efficiency" has not yet been addressed. This is mainly due to the unavailability of data (Xu 

et al., 2020). In fact, when information is not adequately available to investors, it leads to 



 

 

uninformed decisions, creating a mass behavior in the stock market and ultimately 

jeopardizing the financial market efficiency. 

In addition to the impact of social media on individuals' decisions, when investors 

choose an investment and make their own decisions, they initially compare it with other 

potential investments. At the same time, the level of risk that investors are willing to bear 

depends on their psychological characteristics (conservatism and risk-aversion). However, 

any reasonable investor would choose the higher-return option if the risks of the two 

investments are similar (Jalilvand, Rostami Noorozabadi, and Rahmani, 2015). 

In this study, we will examine the impact of social media news on investors' decision-

making styles on the Tehran stock exchange. Our paper yields two main goals. First is the 

extent to which investors use media news in financial decisions. Second, timely and correct 

use of this information in order to make wiser decisions, which can improve stock market 

efficiency and reduce information asymmetry and improve the accuracy of market earning 

expectations. This study seeks to encourage investors to make reasonable decisions to capital 

and reduce the risk of realizing capital loss in the stock market. 

The findings of behavioral finance research indicate that some rational and irrational 

factors of shareholders influence on making professional investment decisions. The present 

study has some significant implications. It stresses the impact of social media news on 

investors' decisions in the financial market. Hence, if the application of information is correct, 

it can cause improving market efficiency and simultaneously enrich Iran's financial market 

and economy. Citing the findings of this study can also help stock market officials to attract 

more investors. According to this study's results, investors can also identify some factors 

influencing the decision to invest in securities and make their decisions correctly. In addition, 

scholars and people interested in behavioral financial theories can gain essential and 

significant information about investment in the stock market and other effective factors. It is 

due to the lack of research on the mentioned issues in Iran. 

One of the significant problems in earlier studies is applying a less objective 

assessment of news media influences on investor decisions, which could lead to illogical 

behavior by investors. Therefore, the present study seeks to answer the main question, "Do 

the social media news influence investors' decisions in the stock market according to the 

degree of risk-taking?" 

By reviewing the studies, the researches came to the conclusion that most of the 

researches were in the field of behavioral financial markets and less has been discussed about 

decision-making styles and influencing factors such as: media news. Therefore, in order to 

fill the gap of existing researches due to the importance of these factors that can help investors 

to make more correct decision in the stock market. One important difference between this 

paper and other studies on media is that, it investigates the impact of media news in four 

components (websites,Technical analysis websites, Tv networks, Newspapers and  Social 

networks) on the decision- making styles of investors (avoidant, dependency, spontaneous, 

intuitive, and rational) according to degree of risk- taking of investors. 

The remainder of the paper is structured as follows: In the second section, the relevant 

papers about the effect of social media on financial markets are reviewed. The third section 

describes the data and methodology used in this research. The fourth section tests the 

robustness of the empirical results. The fifth section offers some conclusions and 

recommendations based on the results. 

2- Literature Review and Prior Studies  



 

 

In investment, the type of decision of investors and its influence on them are very 

important. In recent decades, financial theories and hypotheses have taken two different 

approaches. The first approach is the neoclassical approach in financial sciences. 

Accordingly, market efficiency and rational behavior are the basic premises of assumptions 

and theories in the financial market. The beginning of this approach was based on several 

models, such as Capital asset pricing (CAPM), the efficient market theory in the 1960s 

(EMH), the medium-term capital asset pricing model, and the Arbitrage pricing theory. Over 

time, various investigations have noticed many movements and turmoil in financial market 

theories leading to the emergence of the behavioral revolution in 1979 by Kahneman and 

Tversky (Hafner-Burton et al., 2017). Behavioral finance studies claim that economic 

indicators and rationality do not only affect investors, but other factors significantly impact 

their behavior and decision style. 

One of the assumptions of behavioral finance is the theory of utility developed by 

Von Neumann and Morgenstern  (2007). Accordingly, 1) the investor is completely rational 

and will make a logical decision, 2) he/ she will be able to solve complex problems, 3) he/she 

is risk-averse, and 4) he/she is always trying to maximize his/her wealth (Barna, 1946). In 

utility theory, it is assumed that investors want to maximize their satisfaction with choosing 

the desired investment based on irrational decisions and establishing a relationship between 

return and risk (Khaksarian, Azadi, and Mirbarghkar, 2021).   

Utility theory is a good criterion for predicting people's behavior. According to this 

theory, people effort to optimize their desired utility, not their intended income. One of the 

essential words in the theory of utility is risk acceptance. Risk acceptance is one of the key 

concepts in investment decisions and managers of investment companies (Sharma and 

Bikhchandani, 2000). According to this theory, a person should have the best choice based 

on risky situations to optimize his/her desirability, value, and wealth. Hence, it can be said 

that the theory of desirability is founded on the theory mentioned above. Risk-takers choose 

a higher-risk project when faced with two situations that have a value but a different risk. 

They take a higher risk for greater benefits in the future. Risk-averse people are reluctant to 

take risks at present to gain more benefits in the future. Neutral people are also indifferent to 

accepting or rejecting risk (McNichols and Stubben, 2008). 

The risk-efficiency relationship influences the decisions of investors and managers of 

investment companies. Risk in decisions means the difference between the actual return of 

an investor and the return considered (Helland, 1990). Also, risk includes any phenomenon 

that can change the expected outcome of the investor (Economou et al., 2015). 

Accordingly to utility theory, one of the decision-making styles considered by 

behavioral finance experts in recent years is the general making decision by Scott and Bruce 

(1995). They presented five general decision-making styles, and their classification is 

considered in this comprehensive study. Their five styles are explained as follows: Avoidant, 

Dependency, Spontaneous, Intuitive, and Rational. 

One of the psychological factors playing a vital role in the decision-making style of 

investors in financial markets is social media news and their effects. Social media are 

interactive technologies and digital channels that facilitate creating and sharing information, 

ideas, interests, and other forms of expression through online communities and networks 

(Kietzmann et al., 2011). Actually, social networks play significant roles in today's 

communities and simultaneously in the world economy. In Iran, investors can make a 

different decision based on some news mass media, including: various professional and 

public sites, Technical analysis software and Websites, Newspaper (News sites) and TV 



 

 

networks. Moreover, these networks have affected financial markets and stock exchanges by 

examining the existence of mass movement and its effects can help an investor achieve better 

models for predicting market movement. These advantages of social media, which have made 

them so popular, include rapid and free dissemination of news, information, and rums where 

the possibility of spreading false information is high, but the audience can compare its 

thoughts, increasing the power of your analysis. Although, social media news are negative 

points for rapid information and promotion of false rumors and news (Raie, Hoseini, and 

Kiani Harchegani, 2016). 

Social media are interactive technologies and digital channels facilitating the creation 

and sharing of information, ideas, interests, and other forms of expression through virtual 

communities and networks (Kietzmann et al., 2011). Actually, social networks play 

significant roles in today's communities and simultaneously in the world economy. In Iran 

investors can make a different decisions based on some news mass media, including various 

professional and public sites, Technical analysis software and Websites, Newspaper (News 

sites), and TV networks. Moreover, these networks have affected financial markets and stock 

exchanges by examining the existence of mass movement and its effects can help an investor 

achieve better models for predicting market movement. These advantages of social media, 

which have made them so popular, include rapid and free dissemination of news, information, 

and rums where the possibility of spreading false information is high, but the audience can 

compare its thoughts, increasing the power of your analysis. Although, social media news are 

negative points for rapid information and the promotion of false rumors and news (Raie, 

Hoseini, and Kiani Harchegani, 2016). 

Fang and Peress (2009) claimed that online social media itself play a significant role 

in providing information to wide-ranging people, especially individual investors. They 

investigate this hypothesis by studying the cross-sectional relation between media coverage 

and expected stock returns. Their findings illustrate that stocks with no media coverage earn 

higher returns than those with increased media coverage even after controlling for well-

known risk factors. These results are more pronounced among small stocks and those with 

high individual ownership, low analyst following, and high idiosyncratic volatility. Also, 

findings suggest that the breadth of information dissemination affects stock returns. 

Schniederjans, Cao, and Schniederjans (2013) examined the linkage between a firm's 

reputation and online social media. They found a halfway positive relationship between the 

utilization of online social media and investment choice, contingent upon the impression 

management strategy. Negative exposure in online social media specifically can quickly 

influence investment decisions by investors.  

Farokhi, Sofi Mahdiyeh, and Farakhi (2016) conducted an empirical study on Tehran 

Exchange Stock from 1394 to 1393. This study evaluated the effect of online support on 

creating herding behavior (stock trading). This study's data are obtained from a survey of 400 

investors in Tehran Exchange Stock. The data were analyzed by Lisrel and Spss software. 

The findings show that online support is effective in creating herding behavior. Therefore, it 

can be concluded that the decisions of others will more influence the decisions of investors; 

even if they are not present in virtual groups, their behavior is the product of the mass 

behavior formed. 

Narayan and Bannigidadmath (2017) investigated the predictability of financial news 

on Islamic and non-Islamic stocks from January 1, 2006, to August 31, 2012. The authors 

constructed daily series of positive (good) and negative (bad) news and found that they 



 

 

predicted most Islamic and non-Islamic stock returns. Moreover, their findings showed that 

good news had a stronger impact on both stock returns. 

Barzegari Khanghah, Hejazi, and Rezazadeh (2017) examined the effect of social 

media on investors' decisions in the stock market. The data were analyzed by correlation and 

regression tests. The study results showed a significant relationship between the application 

of social media and participation in the stock market and the selection of stock by investors. 

Accordingly, investors have used the mass media of the internet and television to participate 

and choose the type of shares.  

Ansary (2020) analyzed news of mass media affecting the stock indices of some 

companies on the Tehran Stock Exchange. Their analysis after the test of LSD showed that 

the publication of news about mass media significantly increased the stock prices of 

companies listed on the Tehran Stock Exchange. Also, the factors spreading news of GDP 

growth had a greater impact than the news of oil prices and declining inflation. 

Cu and Le (2021) evaluated the effect of social media marketing on attracting 

investment capital in industrial parks during the COVID-19 pandemic. This study aims to 

analyze the factors affecting the attraction of investment capital to Vietnam's industrial parks, 

focusing on the aspects of social media marketing. The study's data are obtained from a 

survey of 256 enterprises operating in Vietnam. The data were analyzed using factor analysis 

and multivariate regression. The findings of the study show that social media marketing had 

a positive effect on attracting investment capital into the industrial parks of Vietnam. 

Furthermore, other factors also have positive effects, including human resources, industrial 

park infrastructure, and local policies with varying degrees of influence. 

Hatam et al. (2021) examined the relationship between cyberspace rumors and the 

perception of a stock market participant using a qualitative approach and phenomenological 

method. The study's data are acquired from interviews with 20 experts, such as regional 

exchange managers, analysts, and experts of stock brokerage companies. The data were 

analyzed using the Dikelmann method. The results of the study show that the role of 

government in the stock market and the emotional and mass behavior of investors have 

intensified business rumors. Also, according to investors' opinion, the Codal website is the 

most real and effective information network. However, recent political developments and 

pessimism about the government have somewhat altered their attitudes and reduced their 

confidence in Codal's network information. 

             Ren et al. (2021) focus on how social media sentiment affects mass media sentiment. 

Using data from Sina Weibo and Sina Finance (around 60 million webs and 6.2 million news 

articles). This paper shows that social media does influence mass media sentiment emergence 

for financial news. Moreover the sentiment consistency between social media reaction and 

prior news articles amplifies the persistence of mass media sentiment over time 

Heidari Haratmeh (2022) examined the impact of Mass Media on Sentiment of Stock 

Market Investors. This study aims to investigate the effect on mass media on investor's 

inclination and data are obtained from a survey of 234 enterprises operating in Tehran. The 

data were analysis using Logit Model. The finding of the study show that: 1) the effect of 

mass media leads to fluctuations in the investor's desire and affects the decisions of investors' 

transactions. 2) In a bear market, the impact and influence of news media is greater than 

social and specialized media. 3) In a bull market reform market, the impact of news media is 

greater than that of social media. 4) The impact of media reports is asymmetric. 



 

 

Cang Wu et al. (2022) evaluated the model of the impact of real negative news on 

stock prices and provides evidence using China’s A-share listed companies as an example. It 

first defines the negative news of the network. Then, it constructs the negative news to the 

stock price influence model, from the perspective of the theory of behavioral finance, the 

relationship between stock market and investor sentiment is systematically analyzed, and the 

theoretical support for the research of this paper is provided according to the definition of 

network negative news concept using the event study, abnormal returns test, regression 

analysis of the sample selected out of the study, observation of negative news before and after 

the abnormal returns, and excess returns changes. This article finds that when online media 

disclose negative information on listed companies from one day before to four days later, 

stock prices will fluctuate greatly, generate excess returns, and continue to make stock 

fluctuations more active in the short term. In addition, when studying the influencing factors 

of the stock price fluctuations of listed companies, we found that stock price fluctuations are 

affected by the company’s performance. 

Dong et al. (2022)compares social media with mass media in the stock market, 

focusing on information coverage diversity and predictive value with respect to future stock 

absolute returns. Based on a study of nearly a million stock-related news articles from the 

Sina Finance news platform and 12.7 million stock-related social media messages from the 

popular Weibo platform in China. The finding of the study show that social media covers less 

stocks than mass media, and this effect is amplified as the volume of media information 

increases. Also, there is some short-term predictive value from these sources, but they are 

different. Although mass media information coverage is more predictive than social media 

information coverage in a one-day horizon, it is the other way around in a two-to five-day 

horizon. 

Based on the theoretical foundations, the first hypothesis examined in this study is the 

assessment of the relationship between avoidant decision-making style and social media news 

according to their degree of risk-taking. Decision-maker is inclined to avoid being in a 

decision-making position as much as possible (Parker, De Bruin, and Fischhoff, 2007). 

Therefore, we can conclude that those who use this method are, in fact, trying not to be in 

decision-making situations. These people postpone their decisions as much as possible and 

make their decisions based on the situations and opportunities. As a result, it can be said that 

these people pay more attention to media news in making their decisions. Therefore, they are 

considered risky in terms of the degree of risk-taking that examine these relationships in the 

five hypotheses: 

First hypothesis: Social media news positively affects the avoidant decision-making 

style according to the degree of risk-taking of investors in the stock market. 

The dependent decision-making style expresses the lack of independent thinking on 

the part of the decision-maker. She/he follows the guidance and support of others in the 

decision-making process  (Robbins and Judge, 2009). It can be stated that these decision-

makers are not independent (Pourmohammadshahini and Ranjbar, 2019). In other words, 

investors in this style rely more on media news and others’ opinions to buy and sell stocks in 

the stock market. It was found in a study that many investors and stock traders use 

information exchanged based on the connection between investors. In this regard, we can 

mention the effect of online conversation on stock prices (Raie, Hoseini and Kiani 

Harchegani, 2016). 

Therefore, the dependency style of decision-makers is more inclined to take risks. 

Risk-takers are a group of people tending to behave and make decisions similar to others. 



 

 

Hence, when the masses of society do certain things or show a particular reaction, it is 

mentally very difficult for people to behave differently from others; so, they suffer from a 

kind of mass behavior. In other words, mass behavior refers to accepting risk without 

sufficient information or the obvious intention of investors to imitate other  investors 

(Moghimi, 2018). Therefore, the second hypothesis examines the relationship between 

dependency decision-making style and social media news according to their degree of risk-

taking. 

Second hypothesis: social media news positively affects the dependency decision-

making style according to the degree of risk-taking of investors in the stock market. 

The third hypothesis examines the relationship between spontaneous decision-making 

style and media news according to the degree of investor risk-taking. This style expresses the 

decision-maker’s concerns and efforts to decide in the shortest possible time (Khaksarian, 

Azadi, and Mirbarghkar, 2021). It is mainly used in critical situations where a decision must 

be made in a concise time, and a prolonged decision can create a disaster and damage. It can 

be said that decisions based on this style are more made relying on media news than the 

investors' opinions. This is because investors make their main decisions immediately when 

faced with decision situations. Accordingly, investors with a spontaneous style are risk-

taking. Risk-taking in decision-making means that when a person is faced with two situations 

with the same value but different risks, they choose the project with higher risk. This means 

that they take higher risks to gain more benefits in the future (McNichols and Stubben, 2008). 

Accordingly, social media news positively affects the spontaneous decision-making style 

according to investors' risk-taking degree in the stock market. 

Third hypothesis: social media news positively affects the spontaneous decision-

making style according to the degree of risk-taking of investors in the stock market. 

In intuitive decision-making, the decision-makers lack a clear logic for expressing the 

accuracy of their decision. They lean on their insight and inner awareness to do what seems 

right (Robbins and Judge, 2009). Spicer and Sadler‐Smith (2005) have identified intrinsic, 

innate responses, general experiences, and focused on training as the three main sources of 

intuition. People with an intuitive decision-making style believe that intuition and inner 

insight help them and play an essential role in choosing the right decision. Therefore, 

investors in this style are considered more risk-averse due to the degree of risk-taking, and 

due they are less willing to accept the risk of information published in media news. Risk-

averse people are always looking to take low risk. Based on the risk-efficiency relationship, 

investors accepting higher risk expect high returns, and those accept low risk expect low 

returns. Therefore, the fourth hypothesis examines the relationship between intuitive 

decision-making style and social media news according to their degree of risk-taking. 

Forth hypothesis: Social media news negatively affect the intuitive decision-making 

style according to the degree of risk-taking of investors in the stock market. 

 Finally, in the rational decision-making style, in this style, the decision-maker is 

willing to consider and assess all possible approaches before selecting the best option when 

placed in a position of decision-making (Oliveira, 2007). People endowed with the rational 

decision-making style do so based on a comprehensive search and analysis of all available 

information, including all external and internal resources information from mass media 

(Singh and Greenhaus, 2004). The rational style is the best and most logical method based 

on a complete resolving the problem before selecting the best available option. Investment 

issues also assume that rational investors are logical and prefer certainty to uncertainty. They 

are risk-averse and expect more returns in response to accepting the risk (Helland, 1990). 



 

 

Therefore, social media news positively affects the rational decision-making style according 

to investors' risk-taking degree in the stock market. 

Fifth hypothesis: social media news negatively affects the rational decision-making 

style according to the degree of risk-taking of investors in the stock market 

3- Methodology 

According to the mentioned purpose, this research is an experimental foundation in 

terms of purpose. Due to the application of a questionnaire to collect data, the present study 

is also a field study. It is a descriptive survey in terms of nature and method of execution. 

Smart PLS software has been used to analyze the data, according to the data measurement 

and statistical assumptions. 

In this study, the statistical population includes all people with a stock exchange code 

in Iran. It is worth mentioning that according to statistics in the newspaper Donya Eghtesad, 

more than 30 million people in Iran have an active stock exchange code. In addition, there 

are various methods for estimating sample size in structural equation modeling that requires 

fewer samples. However, researchers have used more samples using the Krejcie and Morgan 

table to achieve more accurate results. They stated that for a population of more than 100,000 

people, the sample size should be at least 385, and in this study, this number was considered 

a statistical population. Also, due to the coronavirus limitations, the questionnaires were sent 

to the samples both in person and electronically. In the face-to-face method, about 230 

questionnaires were sent to individuals, of which 198 returned the complete questionnaire. In 

the electronic method, the distribution of questionnaires continued until 187 complete and 

analyzable questionnaires were collected. Finally, 385 analyzable questionnaires were 

collected. The available sampling method was used for sampling. The questionnaire was 

given to the sample electronically via email and social networks (187 people) and in-person 

(198). Several members of the statistical community measured the face validity of the 

questionnaires, and the content validity was measured using the opinions of experts and 

professors. Convergence validity was confirmed by factor load indices (optimum value 

greater than 0.5), a mean value of extracted variance (optimum value greater than 0.5). Also, 

diagnostic validity and reliability were confirmed using Fornell-Larker index and Cronbach’s 

alpha coefficient, respectively. Finally, the combined reliability (optimum value greater than 

0.7) was confirmed. 

 In this research, the dependent variable is investors' decisions, a qualitative variable 

with a relative scale. The Scott and Bruce (1995) Decision Style Questionnaire (Avoidant, 

Dependency, Spontaneous, Intuitive, and Rational styles) was used to measure these 

variables, and it was scored using a 5-point Likert scale. Also, media news is an independent 

variable in this study. The influence of news media on investors' decisions is a qualitative 

variable with relative comparison. To measure this variable, a researcher-made questionnaire 

was used (in four components: websites: twelve items, technical analysis websites: three 

items, newspapers: three items, TV networks: three items, and social networks: three items). 

It was ranked using a 5-point Likert scale. Finally, investors' amount of risk-taking was 

considered a moderating variable. The Gomez‐Mejia and Balkin (1989) Risk Questionnaire 

was used to measure this variable. In the risk questionnaire, a higher score indicates more 

risk-taking, and the method of scoring the questionnaire is a 5-point Likert scale. 

4. Findings 

According to the descriptive analysis of the data, the research samples were based on 

education level. Eight people (2.1%) had a diploma, 151 people (39.2%) had a bachelor's 



 

 

degree, 163 people (42.3%) had a master's degree, and 63 people (16.4%) had a doctorate.  

81 people (21%) were 20-30 years old, 209 people (54.3%) were 31-40 years old, 62 people 

(16.1%) were 41-50 years old, and 33 people (8.6%) were over 50 years old. Based on gender, 

260 people (67.5%) were men, and 125 people (32.5%) were women. Based on history and 

experience, 145 people (37.7%), 60 people (15.6%), 39 people (10.1%), 68 people (17.7%), 

73 people (19%) have a year, 1-3 years, 4-6 years, 7-10 years, and over ten years histories, 

respectively. It should be noted that due to the inclusion of demographic variables in the 

analysis, the research model is very complex. Hence, this work has been omitted. 

In the following, the adaptability of the proposed model is examined, and the 

adaptability is examined in three sections. The first part examines the research measurement 

model in terms of reliability and validity indicators. In the second part, the internal model of 

the research (structural model), including path coefficients, coefficient of determination, R2, 

and effect size, F2, are considered. The third section examines the model's overall 

adaptability. First, all the criteria of the measurement model and the structural model are 

summarized in Table (1). 

Convergent validity was confirmed using factor load indices (optimum value greater 

than 0.5) and AVE value (optimum value greater than 0.5). Finally, reliability was confirmed 

using Cronbach's alpha coefficient and combined reliability (optimum value greater than 0.7). 

The results obtained for these indicators are shown in the following tables. As shown in Table 

(2), values of combined reliability and Cronbach's alpha coefficient, and the mean of 

extraction variances are above 0.7. As a result, the reliability and validity of the instrument 

were confirmed. It should be noted that the values of factor load in the model diagram are 

specified in the standard model, and all are above 0.5. 

Based on Table (3), the divergent validity of the research model is confirmed. Fornell-

Larker criterion indicates that the square root of the mean values of the variance extracted 

from each structure (principal diameter of the matrix) is greater than its correlation values 

with other structures. Considering that the correlation values of each structure are greater 

than its correlation values with other structures, it is confirmed as a result of divergent 

validity. 

 

 

 

 

Table 1: Measurement model fit indices and structural model 

                                                 

1 - The values of the original diameter are greater than the corresponding rows and columns 

 

Measurement 

Model 

                 Indicator                                 Optimal  Amount 

             

     Validity   

Convergent 

Validity 

 Loads Factor         More than 0/5 

Amount of        More than 0/5        

AVE  

Divergent        Criterion of         Discriminant    

Validity            Fornell-Larcker                 Validity1            

 

 Cronbach's alpha  



 

 

            

(Gholamzadeh and Azar, 2016; Davari and Rezazadeh, 2018) 

 

 

 

 

 Table (2): Combined reliability, Cronbach's alpha, and AVE 

 

Table 3: Divergent validity results (diagnostic validity) 

            Reliability     reliability               More than 0.7 

Composite  

 Reliability                More than 0.7 

           Impact Factor          The same beta coefficients are in regression and         

           (standardizes)            its values are evaluated in terms of the sign, value  

                                                                         and significance 

 

 

 

 

   Structure  

 

Model 

                                     At the 95% confidence level, if the T statistic of                   

Student's t-test              the path between the two variables is more than   

                     1.96, indicating the significant effect of the  

                    independent variable on the dependent variable. 

 

             However,  𝑅2 , the equivalent of 0.25,0.50 and      
  𝑅2                       0.75 are considered weak, medium, and strong value, 

              respectively, The higher the number of exogenous  

             variables of an endogenous variable, the higher its   

             the higher its  𝑅2 is expected to be. 

   𝐹2                         The values of 0.02, 0.15, and 0.35 indicate the size               

              of the small, medium, and large impact of one   

              structure on another, respectively. 

  𝑄2                               A value higher than zero is acceptable 

Average Variance 

Extracted (AVE) 

Composite 

Reliability 

Cronbach's 

Alpha 
Construct Reliability and Validity 

0.760 0.904 0.842 Social Networks 

0.839 0.912 0.808 TV networks 

0.594 0.813 0.759 Technical Analysis Websites 

0.502 0.912 0.893 Websites 

0.627 0.829 0.777 Newspapers 

0.502 0.919 0.902 News and social media 

0.592 0.843 0.760 risk-taking 

0.732 0.845 0.737 Avoidance decision making 

0.846 0.916 0.818 spontaneous decision making 

0.542 0.819 0.717 Intuitive decision making 

0.759 0.927 0.894 Rational decision making 

0.581 0.803 0.730 Dependency decision making 
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0.856       
Avoidance 

decision making 



 

 

 

To fit the structural model, the coefficient of determination, R2, also shows the 

percentage of the dependent variable changes explained by the independent variables. 

Researchers have also stressed that the predictive power index, Q2, more than zero is 

acceptable and that the closer it gets to one, the higher its predictive power. Accordingly, the 

obtained results are approved if the effect size, F2, means the model's explanatory power and 

determines the relationship between the structures of the model. The variance of inflation 

factor (VIF) measures the intensity of multiple alignments. As a rule of thumb, if the value 

of VIF is greater than 5, multiple lines are high. As Table (4) shows, all values obtained are 

above the average of the specified values. 

Table 4: Results of predictive power, Q2 values and                                   determination coefficient, R2 

 

 

One of the main indicators of adaptability of the general model is the GOF criterion. This 

criterion is related to the general part of structural and measurement models. By this criterion, 

the researcher can control the overall section adaptability after examining the fit of the 

measurement section and the confirmatory factor model section of his research. The GOF 

standard was developed by Tenenhaus et al. (2005), and its formula is as follows. 

Communality: This value is obtained from the mean squared of the factor loads of 

each factor.  𝑐𝑜𝑚𝑚𝑢𝑛𝑎𝑙𝑖𝑡𝑦̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅   is obtained from the average values of each endogenous factor of 

the model. 

𝑅2̅̅̅̅  :  The mean values of the coefficient of determination of endogenous factors of the 

model. 

The calculated GOF value is as follows: 

0.657 0.920      
Spontaneous 

decision making 

0.183 0.211 0.736     
Intuitive decision 

making 

-0.134 -0.020 0.382 0.871    
Rational decision 

making 

0.178 0.211 0.505 0.277 0.762   
Dependency 

decision making 

-0.274 -0.155 0.202 0.488 0.116 0.755  Risk-taking 

0.102 0.101 0.083 0.155 0.149 0.133 0.789 
News and social 

media 

Intuitive 

decision 

making 

Rational 

decision 

making 

Spontaneous 

decision 

making 

 
Dependency 

decision 

making 
 

Avoidance 

decision 

making 
  

 

0.184 0.376 0.061  0.128  0.351 risk-taking 

F2 

 0.311 0.316 0.208  0.208  0.222 

News and 

social 

media 

1.132 1.132 1.132  1.132  1.132 risk-taking 

VVIF 
1.020 1.020 1.020  1.020  1.020 

News and 

social 

media 

0.188 0.351 0.141  0.102  0.198 R2  

0.127 0.249 0.087  0.06  0.130 Q2  



 

 

        GOF=√𝐶𝑂𝑀𝑀𝑈𝑁𝐴𝐿𝐼𝑇𝑌̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ∗  𝑅2 ̅̅ ̅̅ = √0.656 ∗ 0.196 = 0.358 

According to Wetzels, Odekerken-Schröder, and Van Oppen (2009), who have 

determined three values of 0.01, 0.25, and 0.36 as a weak, medium, and strong values, 

respectively for GOF, obtained a value of 0.368, indicating a good adaptability of the model. 

In addition, the findings related to other indicators of overall model adaptability are presented 

in Table (5). It is clear that all the studied indicators have a good score, meaning that the 

research model has a good adaptability. 

Table 5: Indicators of research model adaptability 

Resource 

 

Standard value Statistic Indicator 

Hu and Bentle (1999( Less than 0.08 0.049 SRMR 

 Ringle et al( 2020) Less than 0.12 0.099 rms 

Theta 

Wetzels , Odekerken-

Schröder     and Van Oppen   

(2009) 

More than 0.25 0.358 GOF 

Bentler and Bonett (1980) More than 0.9 0.92 NFI 

Henseler , Hubona and Ray  

(2016) 

Less than 0.95 0.455 d_ULS 

Henseler , Hubona and Ray 

( 2016) 

Less than 0.95 0.561 d_G 

 

Now the results of the implemented model, the regression coefficients or path 

coefficient, T value, and significant level are shown in Figures (1) and (2). 

 

 

 

 

Figure (1): Results of the model implemented in PLS software for standard mod 



 

 

 

Figure (2): Results of the model implemented in PLS software        for significance 

 

The relationship between the research variables is significant or not based on the path 

coefficients, T-

coefficients, and the level 

of significance. These 

results are presented more 

clearly in Table (6). 

Table (6): Results of the 

relationship between 

research variables 

 

 

Path Coefficients 

Original 

Sample 

(O) 

T Statistics 

(|O/STDEV|) 

P 

Values 

News and social media -> Avoidance decision making 0.142 2.957 0.033 

News and social media -> Dependency decision making 0.186 3.261 0.012 

News and social media -> spontaneous decision making 0.103 1.523 0.128 

News and social media -> Intuitive decision making 0.421 7.077 0.001 

News and social media -> Rational decision making 0.272 4.869 0.002 

risk-taking -> Avoidance decision making -0.298 6.224 0.001 

risk-taking -> Dependency decision making 0.112 1.217 0.224 

risk-taking -> spontaneous decision making 0.252 5.287 0.027 



 

 

The results showed that the effect of news and social media on avoidant decision-

making style (β = 0.142; P = 0.033) is positive and significant, while the effect of risk-taking 

on avoidant decision-making (β = -0.298; P = 0.001) is negative and significant. Also, the 

effect of news and social media on avoidance decision-making style has been positively and 

significantly confirmed according to the degree of risk-taking of investors in the Tehran Stock 

Exchange (β = 0.170; P = 0.006). Therefore, by increasing the reading of news and social 

media and the high degree of risk-taking, the avoidance decision-making style can be 

expected to increase. Also, with the impact of news and social media and investors' risk-

taking, approximately 20% (𝑅2= 0.198) of changes in avoidance decision-making style can 

be predicted. 

Findings indicated that the effect of news and social media on dependency decision-

making style (β = 0.186; P = 0.012) was positive and significant, and the effect of risk-taking 

on dependency decision-making (β = 0.112; P = 0.224) was insignificant. Also, the effect of 

social media news on dependency decision-making style has been positively and significantly 

confirmed according to the degree of investor risk-taking (β = 0.121; P = 0.041). More 

specifically, increasing the degree of investor risk-taking can enhance the impact of news and 

social media on dependency decision-making style. Also, with the impact of news and social 

media and investors' risk-taking, approximately 10% (𝑅2 = 0.102) of changes in dependency 

decision-making style can be predicted. 

Emphasizing the findings, the effect of news and social media on spontaneous 

decision-making style (β = 0.103; P = 0.128) was insignificant, but the effect of risk-taking 

on spontaneous decision-making (β = 0.252; P = 0.027) was positive and significant. On the 

other hand, risk-taking has positively moderated the relationship between news and social 

media with a spontaneous decision-making style (β = 0.133; P = 0.037). It can be interpreted 

that increasing risk-taking increases the impact of news and social media on spontaneous 

decision-making style. Finally, with the impact of news and social media and investors' risk-

taking, approximately 14% (𝑅2 = 0.141) of changes in spontaneous decision-making style 

can be predicted. 

Based on the mentioned results, the effect of news and social media on intuitive 

decision-making style (β = 0.421; P = 0.001) was positive and significant, but the effect of 

risk-taking on intuitive decision-making (β = 0.082; 0.293 = P) was less significant. In 

addition, the impact of news and social media on intuitive decision-making style has been 

rejected due to the degree of risk-taking of investors in the Tehran Stock Exchange because 

the significance level is less than 0.05. In general, with the impact of news and social media 

and investors' risk-taking, approximately 19% (𝑅2 = 0.188) of changes in intuitive decision-

making style can be predicted. 

risk-taking -> Intuitive decision making 0.082 1.097 0.293 

risk-taking -> Rational decision making 0.579 10.345 0.001 

News and social media * risk-taking5 -> Avoidance decision making 0.170 4.307 0.006 

News and social media * risk-taking3 -> Dependency decision making 0.121 2.182 0.041 

News and social media * risk-taking4 -> spontaneous decision making 0.133 2.524 0.037 

News and social media * risk-taking2 -> Intuitive decision making 0.019 0.324 0.746 

News and social media * risk-taking1 -> Rational decision making -0.106 0.199 0.048 



 

 

The results showed that news and social media positively affected the logical 

decision-making style (β = 0.272; P = 0.002), meaning that the more investors pay attention 

to news and social media, the higher the decision-making rate. Hence, they will be more 

logical. In addition, the effect of risk-taking on rational decision making (β = 0.579; P = 

0.001) was positive and significant. On the other hand, the impact of news and social media 

on the rational decision-making model has been negatively and significantly confirmed due 

to their degree of risk-taking in the Tehran Stock Exchange market (β = -0.106; P = 0.048). 

That means that, whatever the degree of investor risk is higher, the impact of news and social 

media on rational decision-making style is less. Finally, with the impact of news and social 

media and investor risk-taking, approximately 35% (𝑅2 = 0.351) of changes in rational 

decision-making style can be predicted. 

5- Conclusion 

The main purpose of this study was to investigate the effect of social media news on 

investor decision-making styles in the Tehran Stock Exchange according to the degree of 

risk-taking of them. For this purpose, five hypotheses were designed based on the theoretical 

foundations of the research and the proposed background. In the first hypothesis, the effect 

of news mass media on avoidant decision-making style was examined according to the degree 

of investor risk-taking. The results of the hypothesis showed that the effect of media news on 

avoidance style is positive and significant. Regarding the avoidant decision-making style, it 

can be said that people who follow this style postpone their decisions as much as possible 

and avoid decision-making situations as much as possible, which in turn leads to a kind of 

stress in their decisions. According to Parker and colleagues, this style means postponing 

decisions when faced with problems and avoiding reacting to what has happened (Parker, De 

Bruin, and Fischhoff, 2007). Moreover, Moghadam, Tehrani, and Taheri (2008) believe that 

in this way, the decision-maker tends to avoid any decision-making and avoid the decision-

making situation as much as possible. So, people are afraid of making a decision and are 

worried about the consequences of their decision. Therefore, decision-makers in this style 

rely more on media sources and news and external sources. Also, in terms of risk acceptance, 

these people are often considered risk-takers. In a study conducted by Einav et al. ( 2012), 

one of the things that can affect the risk-taking of investors is their mass behavior. One of the 

things that can affect the risk-taking of investors is their mass behavior. 

In the second hypothesis, the effect of news mass media on dependency decision-

making style was examined according to the degree of investor risk-taking. The results of 

this hypothesis showed that investors who use the dependency style in their decisions have a 

positive and significant relationship with the media news, and as a result, this hypothesis was 

confirmed. According to the explanations stated in the theoretical foundations of the research, 

people with a style of dependence on their decisions suffer from a kind of lack of intellectual 

independence, and most of their decisions are based on the support and guidance of others. 

These people are influenced by external factors such as media news when faced with making 

important and difficult decisions, and they need to have someone by their side and finally 

make their decisions based on the opinion of others.  Daniel, Hirshleifer, and Teoh (2002) 

believe that many investors and traders use more information and communication between 

investors to make their decisions because of their dependence on their decisions. Also, Parker, 

De Bruin, and Fischhoff (2007) believe that people who follow this style suffer from a kind 

of lack of intellectual and practical independence in their decisions and rely more on the 

support and guidance of others as well as media news in their decisions. Therefore, in this 

style, decision-makers rely on the beliefs of others and sometimes suffer from a kind of 

herding behavior in their decisions. Based on the results of Hypothesis 2, it can be said that 



 

 

decision-makers in this style are risk-takers, and in fact, their decision-making strategy is 

patient. As a result, the ultimate utility for these individuals increases with increasing 

investment. In other words, they want to take risks (Ghalibaf asl, Poordadash mehrabani, and 

Dehghan, 2015). 

In the third hypothesis, the effect of news mass media on spontaneous decision-

making style was examined according to the spontaneous investor risk-taking. The results of 

this hypothesis showed that the relationship between media news on spontaneous decision-

making style is positive and significant, and the degree of risk-taking positively moderates 

this relationship. Scott and Bruce (1995) believe that in this decision-making style, people 

without prior intellectual support make their main decision immediately in the shortest 

possible time and according to the available news. Using this style does not mean making 

crude and immature decisions because, in this method, people make decisions based on their 

experience and data. Barzegari Khanghah, Hejazi, and Rezazade (2017), in a study entitled 

"The effect of media coverage on investors 'decisions" have examined the use of social media 

and investors' decisions. According to the results of this study, investors use the mass media 

of the internet and television to make immediate decisions to participate and select more 

shares. According to the studies in the third hypothesis, people with spontaneous style are 

considered risky. Fallah Shams Leyalestani, Ghalibaf Asl, and Sarabi Nobakht (2011), in a 

study entitled "Study of the effect of experience on risk-taking, overconfidence and mass 

behavior," concluded that there is a relationship between risk-taking and mass behavior. 

In the fourth hypothesis, the effects of social media news on intuitive decision-making 

style were examined. This hypothesis shows that the impact of media news on intuitive 

decision-making style has been rejected due to the degree of riskiness of investors. Based on 

the intuitive style, investors rely on their insights and insist on it, although they can also use 

external information and news in their decisions. In this regard, Spicer and Sadler‐Smith 

(2005) believe that people with intuitive decision-making styles in their decisions 

simultaneously use the three main sources of intuition, including general experience, 

centralized education, and expertise. Robbins and Judge (2009) also believe that this style is 

an unconscious process in decision making in this way, decision-makers do not use a 

systematic procedure and use their own experience and tacit awareness when making a 

decision. In other words, people with a less intuitive style are influenced by the news in their 

decisions and play the role of follower, and ultimately rely more on their intuition and 

foresight. According to the results, this group of people in the capital market can be divided 

into risk-averse people and people who act towards neutral risk. According to research by 

LeBaron, Farrelly, and Gula (1989), individuals' degree of risk aversion is a function of 

internal factors and is not related to external market considerations. On the other hand, in 

some cases, investors' behavior towards risk is neutral. It is a function of the desirability of 

these people in a straight line. Neutral risk behavior is often seen in people who are too rich 

(Tehrani, 2021). 

 Finally, in the fifth hypothesis, the effect of social media news on rational decision-

making style was examined. The results of hypothesis 1 showed that news mass media has a 

negative and significant effect on investors' decisions, who follow a rational style according 

to their degree of risk-taking. However, people using a rational style in their decisions 

ultimately make the best decision and scrutinize all available news and information, such as 

social media news, newspapers, and websites. But it can be said that in the end, they rely 

more on their knowledge and experience in their decisions than on following the media news. 

This result is consistent with foreign studies (Maditinos, Šević, and Theriou, 2007). They 

believe that minor investors rely more on media news and market rumors when making 



 

 

decisions, while professional investors focus on fundamental and technical analysis and pay 

less attention to news and rumors. Also, Fallah Shams, Haghshenas Kashani, and Afsharhajar 

(2012) have found that people rationally using more knowledge, skills, and experience in 

their decisions to actively seek to solve their problems. Therefore, they make rational 

decisions with mental and logical thinking. These people, by using up-to-date knowledge and 

correct processing of information obtained from the media, avoid making mental and 

perceptual errors, such as herd movements or herding behavior in their decisions. Therefore, 

it can be said that this group of people are somewhat risk-averse due to following a rational 

style in their decisions. According to research, venture capitalists prefer to get a safe return, 

so they usually do not invest based on media news or luck (Benchimol, 2012). 

The limitations of the research are as follows: 

1. Because this research is limited to 1399-1400 in terms of time, in terms of subjects 

to the opinions of investors during these years, so generalizing it to time and other people is 

associated with limitations and difficulties. Also, some stockholders did not respond to the 

questionnaires, many of which cited lack of time as the reason for their lack of cooperation. 

2. Limitations in the accuracy and precision of measuring instruments, because the 

components of research variables have been measured through a questionnaire, may distort 

the research results. 

3. Lack of research similar to this research has made it impossible to compare the 

findings and enrich the research. 

 

According to the results of the present study, suggestions for using the results are 

presented as follows: 

1. Due to the impact of social media news on investors' decisions in financial 

markets, investors are advised to pay attention to the role of these factors in analyzing 

financial information and making financial decisions to ultimately prevent the occurrence of 

irrational behaviors and unintentional decisions that ultimately lead to damage to their capital 

in these markets. 

2. Given the significant impact that the behavioral finance and behavioral 

characteristics of investors can have on their performance in the stock market, and ultimately 

the impact that investor behavior can have on the stock market and the country's economic 

cycles, it is expected that the stock exchange organization will try to develop financial 

knowledge and culture of investment in the country and educate the impact of behavioral 

issues and characteristics on investors' decisions and thus be able to attract more investors 

and adopt them.  
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