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The structural changes and widespread volatility observed in recent years in
Iran’s capital market indicate that investors’ emotional and herding behaviors
can influence risk dynamics and financial stability. Under such conditions,
understanding the extent of each financial institution’s contribution to
systemic risk, as well as examining the role of behavioral variables in shaping
this risk, becomes crucial. Existing studies in the Iranian capital market have
mainly focused on structural factors, while the impact of behavioral
components on systemic risk has received limited attention. The aim of this
study is to measure the systemic risk contribution of financial institutions
listed on the Tehran Stock Exchange and to investigate the influence of
behavioral variables on this risk. Systemic risk was estimated using the
ACoVaR approach. Subsequently, the effects of three behavioral
components—including the investor sentiment index, herding behavior, and
loss aversion—on systemic risk were examined. The control variables
include beta, financial leverage, return on assets, and liquidity. The statistical
population consists of 30 financial firms listed on the Tehran Stock Exchange
from April 2016 to March 2022, using monthly data. The research model was
estimated using panel data regression with random effects. The results
indicate that behavioral factors have a negative and significant effect on
systemic risk. Financial leverage and liquidity exhibit a positive and
significant impact on systemic risk, whereas beta and return on assets show
no significant effects. The findings suggest that behavioral variables play an
important role in reducing systemic risk, and considering these components
can contribute to developing regulatory policies and assisting financial
institutions in decision-making aimed at enhancing the stability of the capital
market.
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Relation: Herding Behavior vs Systemic Risk
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