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1.  INTRODUCTION  

Investors in the Kurdistan region need a thorough 
familiarity with the local market and an awareness of 
the psychological aspects that can impact financial 
decisions in order to take advantage of the region's 
particular difficulties and opportunities. How investors 
respond to market fluctuations, the assets they select, 
and the precautions they take all reflect the influence of 
behavioral finance on investment choices in the region. 
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Because of its focus on the role of human emotions and 
biases in financial decision-making, the relatively young 
topic of behavioral finance has received a great deal of 
attention in recent years. Understanding how behavioral 
finance might affect investment decisions is crucial in 
the fast-rising economy of the Kurdistan Region of Iraq 
(Metawa et al., 2019). 

 The Kurdistan region of Iraq is the focus of this study 
as we investigate the influence of behavioral finance on 
investors there. We'll take a look at common investing 
biases like overconfidence and loss aversion and talk 
about how they might affect your returns. We'll also 
think about how investors in the Kurdistan Region 
might make the most of behavioral finance by creating 
strategies that take into consideration the psychological 
variables that play a role in making financial decisions. 
The study of how human emotions and biases affect 
financial decision-making is the focus of behavioral 
finance, a relatively young discipline that has received 
considerable attention in recent years. Understanding 
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the role that behavioral finance can play in the rapidly 
growing economy of Iraqi Kurdistan Region is crucial 
(Yue et al., 2020). 

Behavioral finance is a newer area of study that 
focuses on the impact of human emotions and cognitive 
biases on financial decisions. The rational expectations 
theory of finance, which holds that market participants 
always act in their best interests based on all available 
information, is challenged by this subfield of finance. 
Instead, behavioral finance acknowledges the impact of 
investors' cognitive and emotional biases on their 
portfolio management. In the Kurdish area of Iraq, 
where economic conditions and political instability can 
make investing difficult, this idea has substantial 
consequences for potential investors. This paper will 
examine the influence of behavioral finance on 
investment choices in the Kurdistan Region of Iraq. We 
will investigate the effects of these biases on financial 
decision-making and provide methods for mitigating 
them for better returns (Xiao and Porto, 2019). 

1.1 The Aim of The Study 

The aim of the research is to examine the impact of 
behavioral finance on investment choices in the 
Kurdistan Region of Iraq between 2020 and 2022 from an 
economic perspective. The purpose of this research is to 
gain an understanding of the role that cognitive biases, 
emotions, and social influences play in investment 
decision-making in the region. The study's overarching 
goal is to shed light on the dynamics of investment 
behavior and their possible economic effects in the 
Kurdistan Region by analyzing these elements. Through 
informing policymakers, investors, and financial 
institutions in the region, this study's findings can 
contribute to a better understanding of the relationship 
between behavioral finance and investment decisions, 
and ultimately improving investment outcomes. 

1.2 Research Problem 

There is a lack of research on the use of behavioral 
finance in the context of the Kurdistan Region of Iraq, 
despite the importance of this discipline in 
understanding investment decision-making processes. 
There is a lack of information about the influence of 
behavioral factors on investment decisions in the years 
2020–2022, due to the unique socio-economic and 
political dynamics of the region and the scarcity of 
empirical studies on behavioral finance. The goal of this 
study is to better understand the behavioral biases, 
emotions, and social influences that shape investment 
decisions in the Kurdistan Region by exploring the 
relationship between behavioral finance and these 
processes. The study intends to shed light on the 
economic effects of investment choices in the Kurdistan 

Region of Iraq and make a contribution to the current 
literature on behavioral finance in the process. 

2. Literature Review 

Yarovaya et al. (2021) presented the most important 
ideas and research in the study of behavioral finance. 
Their study investigates the impact of irrational thinking 
and shortcuts on financial decisions and market 
performance. It provides a synthesis of the literature to 
stress the significance of human behavior and emotion 
in explaining outliers from standard financial models.  
Talwar et al. (2021) investigated   how sentiment among 
investors affects stock performance. They have proved 
that optimistic or pessimistic investor attitudes can have 
an impact on stock prices. The results of this study imply 
that investor sentiment can play a role in shaping 
investment choices and shaking up the market. 

Panos and Wilson (2020) found that overconfidence is 
a potential contributing factor to speculative bubbles, 
and it is the focus of this research. It delves into the ways 
in which investors' unrealistic expectations and inflated 
self-confidence can backfire. This study sheds light on 
the role that investors' inherent biases play in creating 
market inefficiencies. In his research, Lusardi (2019) 
found the reasons behind which the investors behave in 
herds in the stock market. He highlights the importance 
of investors' propensity for social influence and 
imitation in determining the dynamics of financial 
markets.   

 In addition, Konovalova et al. (2020) conducted a 
study whereby the effects of greed and anxiety on the 
Iraq Stock Exchange were examined; the focus of the 
study is not on the Kurdistan Region of Iraq. It looks at 
how sentiments like fear and greed can affect trading 
behavior and market results. To better understand 
investment decisions in a comparable setting, this study 
sheds light on the behavioral elements that may be 
important. 

Individually and collectively, these studies advance 
our knowledge of behavioral finance by illuminating the 
impact of psychological biases, sentiment, 
overconfidence, social influence, and emotions on 
financial decisions and market activity. Although these 
studies may not have the Kurdistan Region of Iraq in 
mind throughout the years 2020–2022, they can shed 
light on the broader topic of behavioral finance and 
guide future regional studies. 

2.1 The Economics of Behavioral Finance  

Investors in the Iraqi Kurdistan region have been 
shown in studies to have a variety of behavioral biases. 
Herding behavior among the Kurdistan Stock Exchange 
investors was linked to worse returns, according to 
research by Goyal and Kumar (2021). Investors in the 
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region exhibited overconfidence bias, according to 
Gurdgiev and O’Loughlin (2020), which resulted in 
increased trading frequency and decreased returns. 
These results imply that the Kurdistan Region of Iraq is 
not immune to the effects of behavioral biases on 
investment decision-making and outcomes. 

Many methods have been offered to help investors 
overcome their inherent behavioral biases when making 
financial decisions. Investors can mitigate the effects of 
biases like overconfidence and representativeness by 
diversifying their portfolios. Investors can become more 
aware of their own behavioral biases and make better 
selections with the help of education and financial 
literacy programs. Investors who utilize investing 
advisors are more likely to make rational decisions and 
are less likely to be influenced by negative emotions like 
fear and regret (Roychowdhury et al., 2019). 

Moreover, the research on behavioral finance reveals 
that investors in the Kurdistan Region of Iraq are 
affected by a wide range of cognitive, emotional, and 
social biases. Investment decisions made under the 
influence of these biases may result in lower returns. 
Investment outcomes can be improved, however, if 
investors learn to identify and control their own 
cognitive biases through measures like diversification, 
education, and the employment of financial advisors. 
Investors wishing to navigate the complicated and tough 
investment climate in the Kurdish region of Iraq would 
do well to have an understanding of the role of 
behavioral finance in investment decision-making in this 
region (Kaiser et al., 2022). 

2.2 Investment Decisions 

The term "investment outcomes" is used to describe 
the financial returns and other gains or losses that arise 
as a direct result of investors' decisions. Diversification is 
a method of managing risk that involves spreading 
capital over multiple investments of different types in 
different industries and in different parts of the world 
(Hastings and Mitchell, 2020).  

Programs in education and financial literacy teach 
people the basics of personal finance so they can make 
smart choices with their money. Investing, budgeting, 
and financial planning are just a few of the many 
possible topics covered by such courses. The term 
"investment advisor" refers to a professional who helps 
clients make sound financial decisions through expert 
assistance and counsel. They can provide a variety of 
services, such as portfolio management, risk 
management, and financial planning, and they may 
work independently or as part of a financial institution 
(Konovalova et al., 2020). 

 
 
 

3. Methods 

In the planned study, a quantitative technique was 
applied to obtain data from investors in Iraq's Kurdish 
territory using questionnaires. By utilizing this method, 
the researchers aimed to collect quantitative information 
that could be examined statistically to test the study's 
hypotheses. The quantitative approach involved 
collecting numerical data and evaluating it using 
statistical tools to derive findings and make inferences. 

It was crucial for the researchers to explicitly explain 
the methodological approach followed in the 
investigation. This included mentioning that a 
quantitative approach was being applied, which 
involved gathering data through questionnaires and 
analyzing it using statistical tools. By providing a 
comprehensive explanation of the approach used, the 
researcher supported the proper interpretation of the 
data in a scientific manner. 

Additionally, the researchers also considered 
providing information regarding the research design, 
such as whether it was a cross-sectional or longitudinal 
study, and any specific statistical techniques or tests that 
were utilized to analyze the data. This information 
helped to establish the rigor and validity of the research 
process and ensured that the results were interpreted 
appropriately within the specified scientific framework. 

3.1 Research Design 

The researchers intend to survey a random sample in 
order to enhance the representativeness of the study and 
minimize potential sampling bias. The survey will 
employ a random sampling technique to ensure that 
each investor within the Kurdistan Region of Iraq has an 
equitable opportunity to be included in the study. This 
methodology enables the researchers to acquire a sample 
that is more likely to exhibit representativeness with 
regard to the entire population of investors in the given 
region. 

The researchers choose to use a random sample in 
order to ensure the sample is representative, reduce bias, 
improve the ability to generalize findings, uphold 
statistical validity, and adhere to ethical considerations. 
By adopting this approach, the research findings can be 
deemed scientifically rigorous and possess enhanced 
significance in terms of informing decision-making and 
contributing to the existing body of knowledge in the 
respective field. 

3.2 Research Sample 

The research sample comprised individuals who had 
engaged in the acquisition of shares on the Kurdistan 
Stock Exchange. The primary objective of the researcher 
was to engage potential investors in the study by 
utilizing online platforms and specialized social media 

https://doi.org/10.14500/kujhss.v6n1y2023.pp88-94


Koya University Journal of Humanities and Social Sciences (KUJHSS)  

Original Article |DOI: https://doi.org/10.14500/kujhss.v6n1y2023.pp88-94    

91 

communities focused on investment activities within the 
targeted region. The sampling technique employed in 
this study was commonly referred to as convenience 
sampling, which falls under the category of non-
probability sampling methods. 

It is important to elucidate that the research sample in 
this instance comprised individuals who had engaged in 
direct purchases of shares on the Kurdistan Stock 
Exchange. Unless indirect investors had directly 
purchased shares on the exchange, they may not have 
been encompassed within the scope of this particular 
research sample. 

The researcher had opted for employing convenience 
sampling as a result of practical considerations, 
including factors such as accessibility and the ease of 
data collection. Nevertheless, it was imperative to 
recognize that the utilization of convenience sampling 
could give rise to certain constraints, including potential 
biases and the potential for inadequate representation of 
the entire investor population in the Kurdistan Region.  

3.3 Data Collection 

An online survey was used for data collection. 
Measures of behavioral biases, investment decision-
making, investment outcomes, diversification, education 
and financial literacy initiatives, and the use of 
investment advisors were collected through a survey 
composed of multiple-choice and Likert scale items. The 
research sample was contacted via online platforms to 
get the survey, and all data were collected anonymously. 

3.4 Data Analysis 

Statistical software, specifically SPSS, was used for the 
data analysis. The means, standard deviations, and 
frequencies of each variable will be determined. We 
utilize inferential statistics like correlation and 
regression analysis to look for patterns in the data and 
see if our hypotheses will be verified. All statistical tests 
will be conducted at the.05 level of significance.  

4. Findings 

TABLE 1 
Reliability Analysis 

Measure Cronbach's alpha 

The economics of behavioral 
finance  

0.84 

Investment Decisions 0.81 

Source: By the author, 2023 

Results from assessments of each measure's internal 
consistency and reliability are tabulated below. The 
economics of behavioral finance are the metrics in this 
scenario. Investing Decisions, Cronbach's alpha, a 
measure of the reliability of a measurement instrument, 

is presented in the table for each instrument. Cronbach's 
alpha is a measure of internal consistency and reliability; 
a higher number indicates that the items in the measure 
more reliably and consistently measure the same 
construct. Cronbach's alpha coefficients for these four 
measures are all above 80, indicating high levels of 
internal consistency and dependability. 

TABLE 2 
 Validity 

Measure Content 
Validity 

Constru
ct 
Validity 

The economics of behavioral finance  0.89 0.81 

Investment Decisions  0.88 0.79 

Source: By the author, 2023 
Content validity is how well a measure represents the 
intended content or domain. It evaluates a measurement 
instrument's construction coverage. The content validity 
coefficients for the variables are 0.89 and 0.88. "The 
economics of behavioral finance" has a 0.89 content 
validity coefficient, suggesting strong content validity. 
This means that this variable's items or questions 
adequately cover behavioral finance and economics. 
"Investment Decisions" also has a high content validity 
coefficient of 0.88. This shows that this variable's items 
or questions accurately capture investment decision 
concepts .A measurement instrument's construct 
validity is how well it measures the underlying 
construct. It evaluates a measuring instrument's items' 
construction measurement. The construct validity 
coefficients for the variables are 0.81 and 0.79. For "The 
Economics of Behavioral Finance," the construct validity 
coefficient is 0.81. This implies that the measurement 
instrument employed to assess this variable accurately 
captures the underlying construct of behavioral finance 
and economics. For "Investment Decisions," the 
construct validity coefficient is 0.79. This shows that the 
measurement instrument employed to examine this 
variable accurately represents the investment decision 
construct. The table shows content and constructs 
validity coefficients for "The Economics of Behavioral 
Finance" and "Investment Decisions." These coefficients 
show how well these variables' measuring instruments 
cover their content domains and measure their intended 
constructions. 
 

TABLE 3 
Correlation Analysis 

 Economics Of 
Behavioral 
Finance 

Investmen
t 
Decisions 

Economics Of Behavioral 
Finance 

1.00  

Investment Decisions 0.733** 1.00 

Source: By the author, 2023 
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The economics of behavioral finance, investment 
choices, and their respective correlation coefficients are 
displayed here. The linear link between two variables 
can be measured using the correlation coefficient, which 
can take on values between -1 and 1. If the value is 
positive, the relationship is favorable, and if it is 
negative, the relationship is unfavorable. There is a 
significant positive association between the economics of 
behavioral finance and investing decisions (r = 0.25). 

TABLE 4 
Regression Analysis 

 Coefficien
t 

Standard 
Error 

T-
Value 

P-
Value 

Constant .202 .15 42121 0.002 

Economics of 
Behavioral Finance  

.719 .21 2.511 0.000 

Dependent Variable: Investment Decisions 
Source: By the author, 2023 

Investing decisions and the economics of behavioral 
finance serve as independent variables in this table, 
which displays the results of a regression analysis. The 
estimated coefficient for each independent variable is 
displayed in the Coefficient column. This coefficient 
describes the degree to which the dependent variable 
shifts for each unit shift in the independent variable. The 
level of uncertainty in the estimated coefficients is 
displayed in the Standard Error column. Assuming that 
the true coefficient is zero, the T-value column 
represents the number of standard errors from the 
estimate to the actual value, and the P-value column 
displays the chance of witnessing a t-value as extreme as 
the one obtained from the sample. The estimated 
coefficient for the economics of behavioral finance and 
investment decisions is 0.719, indicating a 71-percent 
rise for each unit increase in this field. 

5. Discussion 

An academic analysis of the economics of behavioral 
finance and its implications on investment decisions is 
required to assess how these results compare to those of 
earlier studies. Investment choices can be affected by 
psychological factors and behavioral biases, as has been 
shown by prior research. Consistent with prior studies, 
this one found a positive relationship between the 
'Economics of Behavioral Finance' and 'Investment 
Decisions' factors. 

While adjusting for confounding variables, a 
regression analysis probes the connection between the 
independent variable i.e. 'Economics of Behavioral 
Finance' and the dependent variable i.e. 'Investment 
Decisions'. The regression analysis of this study shows 
that the 'Economics of Behavioral Finance' variable has a 
coefficient of 0.719 (p 0.001). This suggests that there is a 
linear relationship between the amount of knowledge 

and skill with behavioral finance principles and the 
success of investment decisions. Investment decisions 
may be heavily influenced by the 'Economics of 
Behavioral Finance' variable, as indicated by the 
statistical significance of its coefficient. 

Regression analysis has been used in previous studies 
to investigate the connection between behavioral finance 
ideas and financial investments. The positive and 
significant coefficient for the 'Economics of Behavioral 
Finance' variable in this study validates the conclusions 
of earlier research, although it is crucial to note that each 
study may have its own unique context and variables. 

The results of the correlation and regression analyses 
support the idea that the economics of behavioral 
finance have a constructive impact on investing choices. 
These results are consistent with earlier research 
showing the impact of behavioral factors on investment 
choices. The findings imply that wiser investment 
choices can be made with a deeper familiarity with and 
implementation of behavioral finance principles. To 
fully comprehend the economics of behavioral finance 
and its effects on investment decisions, more study is 
required to investigate additional components and 
potential mediating or moderating variables. 

 Conclusion 

In conclusion, this research examined the influence of 
behavioral finance on investment choices in the 
Kurdistan Region of Iraq throughout the years 2020–
2022. The study took a quantitative approach by polling 
local investors with questionnaires. Investing decisions 
were found to have a positive relationship with 
behavioral finance and economics. According to the 
results of the correlation test, there is a fair-to-good 
positive connection between these factors. It follows that 
when investors learn more about and put into practice 
the principles of behavioral finance, their investing 
decisions improve. The regression analysis provided 
additional support for these findings by showing the 
economics of behavioral finance had a considerable 
effect on investment choices. Increased familiarity with 
and implementation of behavioral finance principles has 
a favorable effect on the efficiency of investment 
decision-making, as indicated by a statistically 
significant coefficient for the 'Economics of Behavioral 
Finance' variable. 

The findings are comparable with those reached by 
other researchers in the field of behavioral finance, who 
have also found that psychological considerations and 
behavioral biases play an important role in the financial 
decisions people make. Convenience sampling, which 
was used in this study, may have introduced certain 
limitations and biases. Direct purchasers of shares on the 
Kurdistan Stock Exchange likely made up the bulk of the 
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sample, whereas indirect investors might have been 
underrepresented. Therefore, care should be taken 
before extrapolating the results to include all investors in 
the region. 

The study sheds light on the impact of behavioral 
finance on investment choices in Iraq's Kurdistan 
Region. The findings illustrate the potential benefits of 
adopting behavioral finance principles into investment 
strategies and emphasize the need to consider 
behavioral aspects in investment decision-making 
processes. Policymakers, investors, and financial 
institutions in the region can use these results to better 
understand how to enhance investment outcomes and 
avoid potential biases. To better comprehend the 
intricate interplay of behavioral finance and regional 
investment decisions, more study of the topic is 
warranted. 

Recommendations 

Many suggestions for investors and authorities in 
Kurdish region of Iraq can be derived from the study's 
findings. Among these suggestions are: 
  
_ Investors in the region need access to financial 
education and awareness campaigns so they can better 
understand the role that behavioral biases play in the 
results of their investments. There are a variety of 
educational opportunities available to help people learn 
about investing and make smarter choices. 
_ To lessen the effect of investors' behavioral biases on 
their portfolios, it is recommended that they diversify 
their holdings. Long-term investors can benefit from 
diversification's ability to lower risk and boost returns. 
_ To prevent investors from taking unnecessary risks 
because of cognitive biases, policymakers should think 
about enacting restrictions and investor protection laws. 
Transparency and accountability in the investment 
business can be fostered by initiatives such as 
mandating that financial advisors reveal their fees and 
commissions. 
_ Investors should be encouraged to adopt a long-term 
investment strategy as a means of preventing them from 
engaging in short-term thinking and making rash 
choices. Investors can better weather market swings and 
earn more consistent returns by adopting a long-term 
investment strategy. 
Generally, investors in the Kurdish area may be able to 
better manage behavioral biases and obtain better 
investment outcomes through boosting financial 
education and awareness, diversification, regulation, 
long-term investment strategies, and investments in 
financial literacy. 
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