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Abstract   

This study aims to examine the impact of investors’ behavioral biases on trading decisions in the Iraq Stock 

Exchange, within the context of the shift in financial thought from the traditional assumption of fully rational 

investors and efficient markets—as proposed by Eugene Fama—to the behavioral finance perspective, which 
emphasizes the influence of psychological and cognitive factors on investment decision-making. This shift was 

largely shaped by the contributions of Daniel Kahneman and Amos Tversky through Prospect Theory, as well as the 

work of Richard Thaler in developing behavioral finance. The research problem stems from the observation of 

volatility and occasionally irrational trading behavior in the Iraqi market, which may be attributed to behavioral 

biases such as overconfidence, herd behavior, and loss aversion. Accordingly, the study seeks to identify the nature of 
these biases and measure their statistical impact on investors’ buy, sell, and hold decisions . The study adopts both 

descriptive-analytical and field research approaches. Data were collected through a structured questionnaire 

distributed to a sample of 150 investors. The responses were analyzed using SPSS, employing both descriptive and 

inferential statistical techniques, including Pearson correlation and simple and multiple linear regression analysis. The 

findings reveal the following: A statistically significant positive correlation exists between behavioral biases and 
trading decisions. Behavioral biases collectively explain approximately 41% of the variance in trading decisions (R² = 

0.41). Herd behavior has the strongest effect (B = 0.29), followed by loss aversion (B = 0.23), and overconfidence (B 

= 0.21). All four research hypotheses were statistically supported at the 0.01 significance level. The results indicate 

that investors’ decisions in the Iraqi market are not based solely on objective financial analysis but are significantly 

influenced by psychological and social factors. This finding aligns with behavioral finance literature, which suggests 
that emerging markets are particularly susceptible to behavioral distortions. The study recommends enhancing 

financial literacy among investors, implementing awareness programs about behavioral biases, and improving 

disclosure and transparency in the market to increase trading efficiency and promote greater stability in the Iraqi 

financial market 
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