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Exploring the behavioral factors affecting investor preferences and their
reflection on stock returns

An applied study in the Iraqi Stock Exchange
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Abstract

The aim of the research is to analyze the behavioral factors (Overconfidence and Gamblers Fallacy, herd be-
havior, Anchoring, Mental Accounting, Ambiguity Aversion, Optimism and Pessimism, Regret Aversion and
Cognitive Dissonance, Prospect Theory and loss Aversion) that affect the preferences of investors and their
impact on stock returns in the Iraqi Stock Exchange For the industrial sector, using PRM, FEM, and REM mod-
.els, the research found a significant impact of behavioral factors on corporate stock returns

.Keywords: behavioral factors, stock returns,investors preferences,lraq stock market
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Redundant Fixed Effects Tests

Equation: Untitled

Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 7.482468 (14,110) 0.0000
Cross-section Chi-square 88.979045 14 0.0000
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Lagrange multiplier (LM) test for panel data
Null (no rand. effect) Cross-section Period Both
Alternative One-sided One-sided
Honda 8.913864 -1.288138 5.392203
(0.0000) (0.9012) (0.0000)
GHM -- -- 79.45698
B - (0.0000)
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Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Test Summary Chi-Sq. Statistic

Chi-Sq. d.f.

Prob.

Cross-section random 10.156588

8

0.2542
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Cross-section random effects test equation:

Both

Dependent Variable: RETURN

Method: Panel Least Squares

Date: 01/08/22 Time: 18:16

Sample: 20112019

Periods included: 9

Cross-sections included: 15

Total panel (unbalanced) observations: 133

Variable Coefficient t-Statistic Prob.
C -0.101817 -1.8566016 0.045725
CONFIDENCE 0.015167 1.958275 0.03993
COLONY -0.005769 -1.83131 0.04476
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ESTIBLISH 0.017468 1.219725 0.2252

ACCOUNTIBILITY 0.023588 1.796638 0.0468

AMBOGIUOS -0.008470 -1.960081 0.0492

OPTIMISTIC -0.011354 -0.750648 0.4545

REGRET 0.006137 0.553135 0.5813

PROBABILITY 0.005936 1.926248 0.04608

Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.529488 0.124613
Adjusted R-squared 0.435386 0.280502
S.E. of regression 0.210771 -0.120091
Sum squared resid 4.886697 0.379744
Log likelihood 30.98603 0.083023
F-statistic 5.626730 0.765745
Prob(F-statistic) 0.000000
1M (5) ) Jgu (0
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