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Modeling the relationship between cognitive
abilities and returns of portfolio investor with
emphasis on cognitive bias dimensions

Objective: The issue of behavioral finance is one of the new issues raised by some financial
thinkers in the last two decades and has quickly attracted the attention of experts and
students in this field all over the world. In investment matters, the type of decision-
making by investors and the factors influencing their decision-making are very
important. The focus of this article is on stock market investment specialists or actually
stock market traders who are currently involved in stock market investment decisions.
The experiences of these people are significant, because in addition to considering their
decisions, they have to deal with risk reduction and they advise their clients of funds to
invest in that have a low level of risk.The purpose of this paper is to model the
relationship between cognitive abilities and returns of portfolio investors with emphasis
on the dimensions of cognitive bias.

Methods: In order to analyze the data and test the hypotheses accordingly, Chi-square,
Mann-Whitney and Probit regression models were used. The statistical population of
the present study includes 302 capital market professionals including; Investment
managers, analysts and traders who work in 30 portfolio companies.

Results: Based on the obtained results, an increase of one unit in the decision-making
criteria of basket makers leads to a 0.27 percent increase in investment return.
According to the level of cognitive ability, if bias occurs, it leads to a decrease in
productivity by 0.09 percent also, if lateness bias occurs, it leads to a decrease in
efficiency by 0.07 percent The estimated coefficient for the variable of decision-making
of experts of basket makers in the bias of representation is equal to -0.06, which is based
on the level of decision-making of experts of basket makers, if the bias of representation
occurs, it leads to a decrease in efficiency by 0.06 percent. The estimated coefficient
for the variable of decision-making of experts of basket makers in the bias of
representation is equal to -0.03, so according to the level of decision-making of experts
of basket makers, if delay bias occurs, it leads to a decrease in efficiency by 0.03 percent
It becomes a percentage.

Conclusion: whose information has been collected using a questionnaire? The results
of this study indicate that the criteria of cognitive ability and decision-making power of
portfolio management experts have a positive and significant effect on return on
investment. But the criteria introduced for cognitive bias, such as exponential bias and
latency, have led to a negative impact on return on investment.

Keywords: Cognitive Bias, Cognitive Capabilities, Investor Returns, Portfolio Operators, Probit
Regression
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