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Abstract

Optimal investment in today's competitive market requires wise decisions in the capital market by investors. This
depends on identifying and prioritizing important components influencing investor decision-making behavior.
Accordingly, the present study aimed to investigate the impact of external and internal locus of control on
decision-making styles (rational, dependency, spontaneous, intuitive and avoidant) of investors in Tehran Stock
Exchange according to their degree of risk taking. This research is fundamental, experimental research in terms
of purpose and this is a descriptive survey resaerch type in terms of nature. Data collection in this study was
through a questionnaire and the questionnaire was distributed among the investors who are selected through
random sampling. The statistical population includes all investors who have a stock code in the Tehran Stock
Exchange. Smart PLS statistical software was used to test the hypotheses. The results show that the locus of
internal control according to their degree of risk taking has a positive and significant effect on dependency
decision-making styles, and in contrast, it has no effect on rational, spontaneous, intuitive and avoidance styles.
Also, the locus of external control according to their degree of risk taking has a positive and significant effect on
spontaneous style and in contrast, it has no effect on rational, dependency, intuitive and avoidant styles.

Keywords: Behavioral Finance, Investor Decisions ,Internal Locus of Control, External Locus of Control,
Investor Risk Level.

Introduction: In recent years, finance has been entered a new period of thought which criticized some
assumptions of modern economics and finance. One of the assumptions that has beenseriously challenged is the
rationality of investors andaccording to several studies have been conducted. One of the essential issues in
behavioral finance is identifying important components influencing investor's decision-making behavior. Locus
of control is one of this factors. Locus of control divided to two aspects: First Internal locus of control and
second External locus of control. Investors with an internal locus of control rely more on their internal resources,
intuition and experience, in their decisions, and regarding the degree of risk taking, they are considered as risk-
taking decision makers. In contrast, investors with an external source of control rely more on news and external
sources, luck and experiences of others in their decisions, and regarding the degree of risk taking, they are
considered as risk-averse decision makers. The present study aimed to investigate the impact of external and
internal locus of control on decision-making styles of investors in Tehran Stock Exchange according to their
degree of risk taking.
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Method and Data: Data collection in this study was through a questionnaire and the questionnaire was
distributed among investors who are selected through random sampling. The statistical population includes all
investors who have a stock code in the Tehran Stock Exchange. Smart PLS statistical software was used to test
the hypotheses and Structure equation modeling (ESM) was used to analysis the hypotheses.

Findings: The results show that the locus of internal control according to their degree of risk taking has a
positive and significant effect on dependency decision-making styles, and in contrast, it has no effect on rational,
spontaneous, intuitive and avoidance styles. Also, the locus of external control according to their degree of risk
taking has a positive and significant effect on spontaneous style and in contrast, it has no effect on rational,
dependency, intuitive and avoidant styles.

Conclusion and discussion: The main purpose of this study was to investigate the effect of locus control on
investor decision-making styles in Tehran Stock Exchange according to degree of risk taking of them. For this
purpose, ten hypotheses were designed based on the theoretical foundations of the research and the proposed
background. According to the research results the third and sixth hypotheses are accepted and there are a
positive and significant effect on investor's decision-making and on the other hand, other hypotheses are rejected
and there have no effect on investor's decision-making styles. In conclusion, both of the internal and external
locus of control have effect on decision-making styles.
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